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was an old colored man who observed the variety of birds 
in a suburban yard. “There are a lot of different kinds of 
birds right in this same little bit of earth and sky,” he 
said, “and they’re all singing or going about their own 
business. But mister, they ain’t all in the same nest.” 
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“On the steady, day-by-day dissemination of complete in- ability to choose our political leadership and support them ton! 
formation depends our people’s intelligent participation in their What is upsetting and dangerously weakening to our strength E. ¢ 
own government... . The decisions they make are crucial in d ld og ; ee detail d di d tired 
character and world-wide in scope. On them depend all the SRE WHERE PEONTIE 5 OVUR-CHNpEESS On. CHR SE Clenerey, 
necessities and comforts of life, from the amount of money in In the present emergency of political and ideological tem. the 
their pocketbooks, . . . to the sort of country they will leave pers, the providers or merchandisers of news or information} >2" 
behind as a heritage to their children and grandchildren.” from the ordinary individual to the commentator with af T' 
multi-million audience have a responsibility to stick tof depé 
1 Bees ne MARE BF PRESIDENT EISENHOWER known facts or interpret them impartially. And as President A.M 
i at the annual dinner of the American Newspaper Pub- Biseshower said in the came ‘adivess: Und 
lishers Association last month, are highly appropriate to a “nN are offic 
time when Politics — national and international — are the or : a riage eae Sane. Sie tae: aay Oe 
- ‘ es : news of developments which unify. . . . But a free press can§ Co. 
prime determinant of the conditions under which we shall sustain itself only by responsibly reporting all the facts and ideas§ disc 
live perhaps the rest of our lives. What transpires in Indon- —the spectacular and the unspectacular, the unifying facts andf pre. 
esia, Formosa or the Middle East is far more important to the divisive.” 
re American — and to the business world — than any But if the press has this responsibility, even more so dof ingt 
action of a corporate board of directors or of any Index. those in positions of leadership in all walks of life, for it pre: 
The poser is, what can we do about it, how can we guess is their actions, their opinions that the Press reports. In aff pres 
the outcome? Only the foolish have definite answers to the Democracy every man’s voice is important, in the degree} Cle 
latter, and those answers are as various as their authors’ to which it is heard and respected, and if we as a nation —§ unt 
peculiar and incomplete sources of information or judg- and, the leading power for Freedom — are to have the§ ton. 
ment. From elevator operator, barber or taxi-driver to col- strength of unity of basic purpose, it is up to each one tof the 
lege sophomores and the more ebullient columnists and counter the divisive elements with the unifying. Hor 
commentators one can obtain positive and incontrovertible a een : wake but it h 
; pinion is a great privilege, but it has an 
argument about any earthly or even astral subject — and | i a dine ellie Celie ell te ieeell 
all are authorities! Pt ee vom 5 sin f 
: cing national unity. There is a maudlin, and dangerous. 
This is no new song; but it has probably been developed tendency in this country today to force “freedom” and 
to a higher vocal pitch in America than anywhere else be- “equality,” to make people conform in their personal I 
‘cause of the fullness of our freedom, “literacy” and com- lives while at the same time excusing or even aggravating  ),, 
munications. This is not a bad or negative condition, pro- dissension on national issues. a 
vided it is tempered with a proper amount of humility, and We have not, apparently, enough understanding of the fl De 
— basic principles on which our kind of government — self § the 
or political — depends. On one side are attempts to get § will 
| | special economic privilege, on the other side to eliminate § ate 
any distinctions in social intercourse. Those seeking the § he 
eA ; former seem to assume that the world owes them a living § has 
|i bee or that might makes right. The latter violate the very 
essence of Freedom when they seek by legislative means to § 1, 
" AR tell employers whom they shall employ, or employees with § ,;., 
ern Ss whom one may fraternize or work. To give one man free- § jp, 
iy Wha es dom at the expense of another’s is a poor bargain, and is § jo, 
ok fi — >, Sos a derision of Freedom itself. ica 
we K ‘3 Se, \ In local affairs as in national, we must learn to live to- § po: 
ob Koy ie gether amicably, but not necessarily intimately. If the Com- § ma 
— kas munists, fascists and imperialists could learn that law of § in 
Ors mM, Nature we would have no cause for War. But the practice 
ef Ro and understanding must start at home. 
YO One of the simplest, yet perhaps greatest, philosophers 
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AIB Trust Program Announced 


The 52nd Annual Convention of the 
American Institute of Banking will be 
held in Los Angeles, June 7-11, with 


the Statler and Biltmore hotels as co- 
headquarters. Fifteen hundred people 
are expected, representing a record 
membership of 110,000 in 413 chapters 
and study groups throughout the United 
States. Featured speakers will be Ever- 
ett D. Reese, president of the American 
Bankers Association and of Park Na- 
tional Bank, Newark, Ohio, and Leslie 
E. Gehres, Rear Admiral, U.S.N. (Re- 
tired), and executive vice president of 
the Constitutional Foundation, Inc., 
San Diego. 


The Trust Business and Investments 
departmental will take place at 9:30 
A.M. on Tuesday, June 8, at the Statler. 
Under the gavel of Felix Montano, trust 
oficer of Hartford-Connecticut Trust 
Co., “Investing Trust Funds” will be 
discussed by Frank H. Perley, vice 
president and investment officer of 
American Security & Trust Co., Wash- 
ington, D. C., and “Trust Fees” will be 
presented by William C. Way, vice 
president of Central National Bank of 
Cleveland. There will also be a presently 
untitled address by Charles W. Hamil- 
ton, vice president and trust officer of 
the National Bank of Commerce, 
Houston. 


A AA 


Stonier to Retire from 


A.B.A. Post 


Dr. Harold Stonier, executive vice 
president of the American Bankers As- 
sociation, will retire from that post on 
December 31 under the provisions of 
the Association’s retirement system, but 
will continue as director of The Gradu- 
ate School of Banking at Rutgers, which 
he founded in 1935 and of which he 


has been director since its inception. 


After serving his alma mater, the 
University of Southern California, as 
Vice president for four years, Dr. Ston- 
ier joined the A.B.A. in 1927 as na- 
tional educational director of the Amer- 
ican Institute of Banking, and held that 
post until 1940. Meanwhile, he had been 
made executive manager of the A.B.A. 
in 1937, 

In 1952 the office of executive vice 
president was created for Dr. Stonier 
and Merle E. Selecman was advanced 
from deputy manager to executive man- 
ager. With Dr. Stonier’s retirement, the 
office of executive vice president will be 
abolished, and Mr. Selecman will be- 
come the chief staff officer. 


May 1954 


Illinois Trust Division 
Elects Green 


The annual meeting of the Illinois 
Bankers Association Trust Division was 
held in Moline on April 29. Officers 
elected for the ensuing year were: Presi- 
dent — J. P. Green, vice president and 
trust officer, Moline National Bank; 
Vice President — William O. Heath, 
vice president of Harris Trust & Savings 
Bank, Chicago; Secretary — Kirk E. 
Sutherland, who is also secretary of 
the I.B.A.; and as Member of the Exec- 
utive Committee for three years — Rol- 
lin B. Mansfield, assistant vice president, 
First National Bank, Chicago. 


The morning session included reports 
on Trust Departments and Attorneys by 
W. S. McClanahan, assistant vice presi- 
dent of Lake Shore National Bank, 
Chicago; on Costs and Fees by John B. 
Happ, vice president and trust officer of 
First National Bank & Trust Co., Evans- 
ton; on Operating Manual by Arthur 
C. Boeker, president and trust officer 
of Edwardsville National Bank & Trust 
Co.; on the Trust Development School 
by Harold J. Clark, director of the 
School; and an address on Public Rela- 
tions by W. B. Hall, vice president of 
The Detroit Bank and former president 
of the Financial Public Relations Asso- 
ciation. 


The luncheon speaker was H. P. 
Oehmick of Deere and Co. 


At the afternoon session, William H. 
Dillon of the Chicago firm of Concan- 
non, Dillon & Snook, reported on Legis- 


lation. This was followed by a sympos- 
ium on Pension and Profit Sharing 
Trusts, moderated by Edward D. Ben- 
ninghoven vice president of Continental 
Illinois National Bank & Trust Co., Chi- 
cago, who also spoke on New Business 
of this type. Other participants wre 
Warren L. Fellingham, vice president 
of Harris Trust & Savings Bank, Chi- 
cago, on Investments; Robert S. Swaim, 
assistant vice president of the First Na- 
tional Bank, Chicago, on Administration 
Problems; and Frank L. Griffin, Jr. of 
the Wyatt Co., Chicago, on Actuarial 
Questions. 

The Farm Management Section in- 
cluded on its program an address by 
W. P. Scott, of Peoples Bank, Bloom- 
ington, on Farm Management as a Bank 
and Trust Service. 

























A A A 
Pennsylvania Trusts Up 13% 


Total trust resources of banks in 
Pennsylvania increased more than 13% 
during 1953, Malvin F. Gstalder, Chair- 
man of the Trust Division, Pennsylvania 
Bankers Association, and vice president 
and trust officer, The First National 
Bank of Williamsport, reported recently. 
The study shows that total trust re- 
sources were $6,679,755,573 on Decem- 
ber 31, 1953, an increase of $893,446,- 
326 over the figure for the end of 1952. 


Pennsylvania had a total of 332 trust 
institutions at the end of 1953, a de- 
crease of 10 during the year due to bank 
mergers and absorptions. 





Vault procedure is explained to some of forty young lawyers specializing in fiduciary law 
who were guests of The Hanover Bank, New York, at a Young Lawyers’ Trust Con- 
ference at the bank’s Main Office, April 14. The lawyers were nominated by the senior 
partners of prominent law firms. They were welcomed by Randolph C. Harrison, vice 
president, who outlined the purposes of the program. Warren H. Eierman, assistant vice 
president, presided. A tour of the bank, a luncheon in the board room and a “coffee 
and coke” break in mid-afternoon were included in the program. 

Seniors at Yale Law School who intend to practice in the New York Metropolitan 
area were guests of the bank at a Yale Law School Trust Conference May 6. A second 
Young Lawyers’ Trust Conference will be conducted in October. 
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Virginians Take Look at 
; Trust Business 


“A Long Look at the Trust Business” 
was the theme of the morning program 
of meeting of Virginia Trustmen spon- 
sored on April 16 at Richmond by the 
Trust Committee of the V.B.A. John S. 
Alfriend offered his observations as a 
president, of the National Bank of 
Commerce, Norfolk; J. Anton Conner, 
Trust Review Section Chief of the Fed- 
eral Deposit Insurance Corp., as a trust 
examiner; and Walter W. Craigie, of 
F. W. Craigie & Co. in Richmond, as an 


investment banker. 


At the afternoon session, two panel 
sessions were conducted concurrently. 
The first, led by Robert L. Gordon, 
vice president and trust officer of First 
and Merchants National Bank of Rich- 
mond, dealt with operations and ad- 
ministrative problems. His associates 
included James W. Allison of Gordons- 
ville, former president of the A.B.A. 
Trust Division; Guy B. Arnold, vice 
president and trust officer of Dominion 
National Bank, Bristol; and W. R. S. 
Curtis, trust officer of Petersburg Sav- 
ings and American Trust Co. 


The other panel, presided over by 
Trust Committee Chairman A. L. Shield, 
vice president and trust officer of First 
National Bank in Newport News, dis- 
cussed investment problems, the partici- 
pants being Mr. Craigie; A. L. Mc- 





Cardell, vice president and trust officer 
of Seaboard Citizens National Bank in 
Norfolk; and Francis Fife, trust invest- 
ment officer of Peoples National Bank, 
Charlottesville. 


A A A 


Connecticut Trusts Up 3.7% 


State banks and trust companies in 
Connecticut were administering an 
aggregate of $888,815,542 at the end 
of 1953, according to the recently issued 
annual report of State Bank Commis- 
sioner L. K. Elmore. This compares 
with $856,783,072 a year earlier and 
represents an increase of 3.7%. More 
than 62% of the total continues to be 
managed by the three institutions with 
assets of $90 million or more — Hart- 
ford-Connecticut Trust Co., Union and 
New Haven Trust Co., and Phoenix 
State Bank & Trust Co., Hartford. 


The aggregate investment proportions 
of 30% in bonds and 57“ in stocks are 
practically unchanged from a year ago, 
the variations in both cases being less 
than one per cent. 


The largest dollar amount (53% of 
the total) represented 7,910 conservator, 
guardian, trustee and similar accounts. 
Another 40% was composed of 3,491 
agency, custodian, safekeeping and sim- 
ilar accounts; while the remaining 7% 
summed up the 949 executor and ad- 
ministrator accounts. 


A stainless steel “time capsule” is welded shut at the new Penn Center Office of Central- 
Penn National Bank, largest bank building to be erected in Philadelphia since the 1930's. 
Left to right, are Casimir A. Sienkiewicz, Central-Penn president, turning welder for the 
occasion; Edward Hopkinson, Jr., chairman of the Philadelphia City Planning Commis- 


sion; Archie D. Swift, chairman of the bank’s board; Ralph W. Pitman, senior vice presi- 


dent in charge of the new building, and James M. Symes, executive vice president of the 


Pennsylvania Railroad. The time capsule containing newspapers, documents, and a copy 


of the bank’s historical booklet, “This Is Our Story,” was placed in a wall. 
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Ohio Trust Conference 


Informal addresses featured the one- 
day trust conference sponsored on April 
28 at Columbus by the Ohio Bankers 
Association. With trust committee chair- 
man Robert Womsley, vice president 
and trust officer of Winters National 
Bank & Trust Co., Dayton, presiding, 
the delegates heard the talks on the 
following topics: 

Investments — Burton A. Miller, vice 
president, National City Bank, Cleve- 
land. 


Business interests in estates — A. B. 
Pfleiderer, vice president, Detroit Trust 
Co. 

Trust new business promotion — A. 
M. MeNickle, vice president, Fidelity 
Trust Co., Pittsburgh. 

Common trust funds — G. J. Gores, 
assistant trust officer, Lincoln National 
Bank, Cincinnati. 

A A A 


Eleventh C.L.U. Institute 
Announced 


After two years of holding Institutes 
at two separate universities, the tradi- 
tional summer C.L.U. school will be 
confined to the single central location 
this summer. But it will consist of three 
weeks, each devoted to a separate sub- 
ject. Members of the American Society 
of Chartered Life Underwriters may 
enroll for any one week or any com- 
bination of weeks. 


This eleventh Institute will begin on 
July 26 and end on August 13. Sub- 
jects for the three weeks are Estate 
Planning, Effective Planning for the 
Business Interest, and Employee Bene- 
fit Plans. Two dozen of the nation’s 
foremost authorities will comprise the 
staff. In addition to the regular pro- 
gram a top authority on taxation will 
appear during each week to bring stu- 
dents up to the minute on the 1954 
Revenue Act. 

A A A 
Kansas Trust Earnings 
Reported 


Trust department current operating 
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earnings in 1953 for the Kansas state | 


banks totalled $28,923. 
A A &é 


Canadian Trust Associations 


Meet 


The annual meetings of the Trust 
Companies Associations of Canada and 
of Ontario were held April 29th at the 
Royal York Hotel in Toronto. The pro- 
ceedings will be reported in the June 


issue of T.&E. 
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Fiduciaries Financial Service 








May 1954 


This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate, 
and Interest Trust and Income Tax Records 


Handling of Security Real Estate Management and 
Sales and Purchases Mortgage Servicing 


Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Division, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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BALANCED RETIREMENT PROGRAMS 
for a / ees 


CURTIS R. HENDERSON 


President, Equity Benefit Plans, Inc., Summit, New Jersey 


BALANCED RETIREMENT PROGRAM IN- 
A stalled last fall by The Post & Lester 
Company of Hartford, Connecticut, 
shows how banks can make their trust 
services more useful to small businesses. 
The program consists of a Dollar An- 
nuity Plan funded by a group annuity 
contract issued by the Connecticut Gen- 
eral Life Insurance Company, and an 
Equity Annuity Plan funded by a trust 
invested in equities with The Hartford- 
Connecticut Trust Company as trustee. 


This article (a) describes the prin- 
ciples upon which the program is based, 
(b) outlines the techniques used, (c) 
compares a balanced retirement pro- 
gram to a deferred profit sharing trust, 
and (d) discusses the new business po- 
tential such a program has for a bank’s 
trust services. 


Basic Principles 


1. Common stocks are an especially 
good investment medium for a long 
range, tax free, investment program. 


Common stocks have always been a 
good long range investment medium 
where the portfolio is diversified, where 
dividends are reinvested, and where no 
large amount of money is put into or 
taken out of common stocks at any one 
time. Following the lead of the Old 
Colony Trust Company in Boston, banks 
have since 1949 been investing substan- 
tial amounts of pension funds in com- 
mon stocks. A number of employers 
have installed thrift plans which give 
an employee a tax sheltered common 
stock investment position. The common 
stock investment research behind the 
College Retirement Equities Fund estab- 
lished by the Teachers’ Insurance & 
Annuity Association in 1952, and be- 
hind the Equity Annuity Plan estab- 
lished in the same year by the Long 
Island Lighting Company, have been 
widely commented upon. 


2. The primary objective of a retire- 
ment program is purchasing power, not 


dollars. 
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Over any fairly long period of years 
the purchasing power of the dollar not 
only may change, it has always changed. 
That purchasing power is more import- 
ant than dollars is plainly demonstrated 
by the experience of pensioners cramped 
by the purchasing power of a dollar 
pension entirely satisfactory to them a 
decade before. An employee’s complete 
satisfaction with a dollar figure today 
does not have any appreciable effect in 
helping him meet his living expenses 
5 or 10 years in the future, or in help- 
ing him be contented then with inade- 
quate purchasing power. 


3. Providing retirement income for 
an employee and his wife is more urgent 
for an employer than helping that em- 
ployee create an estate which will prob- 
ably go to grown children. 


I do not suggest that it is not a good 
thing to help an employee create an 
estate for his family. but it certainly 
makes sense to consider the relative 
priority between that objective and the 
employee’s need for retirement income 
for himself and his wife. If it be decided 
that the latter is more important, it 
seems reasonable to work out the de- 
tails of any deferred funding arrange- 
ment for employees so that no money 
is diverted to lump sum death benefits 
until the program has provided ade- 





Following gradua- 

tion in 1936 from 

University of Michi- 

gan Law _ School 

where he was an 

editor of the Law 

Review, Mr. Hender- 

son practiced law in 

Ohio. After three 

years in military 

service he came to 

New York to specialize in tax law and re- 

tirement planning. His article in the Jan.- 

Feb. 1952 Harvard Business Review pro- 

posed the use of equity annuities, and last 

year he left his practice to devote full time 

to the recently created organization which 
he now heads. 


quate retirement income fer employees 
and their wives. 


4. Retirement income gives useful 
security only if it is payable for life. 


Any individual puts himself in a 
difficult position if he makes himself 
dependent upon investment income 
which terminates at a date selected with- 
out reference to his need for income. 
It is an unnecessarily harsh practice tof 
take a lump sum built up for the em- 
ployee in a deferred funding arrange- 
ment, and pay it out to him in install- 
ments over a period of 10 or other fixed 
number of years. In that situation the 
employee cannot hope to match his in. 
come against his life. He is faced with 
the almost certain alternatives of hav- 
ing money built up for him go to his 
younger relatives instead of for his own 
living expenses, or of outliving his in- 
come. 


Again it is simply a question of prior- 
ities. The annuity principle is_ the 
mechanical device for effecting the de-f 
sired result for an individual who wants 
to afford himself and his wife a reason- 
ably adequate standard of living in re 
tirement before letting one dollar go to 
grown children or distant cousins. 


The annuity principle is of constantly 
increasing importance today because 
(a) it is now possible to apply it to 
common stock investments to create 4 
balanced investment program, and (b) 
the middle class is rapidly growing in 
the United States. A rich man isn't 
interested in annuities because he can 
live on investment income alone. The 
poor man isn’t interested in annuities 
because he doesn’t have enough money 
to worry about how he invests and 
spends it. The middle income man, 
however, is very interested in annuities 
so that he can apply his money accord: 
ing to the relative priorities suggested 
above. Compensation and tax patterns 
in the United States have flattened out 
disparities in income so that we have 
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a great many more middle income 
people today than we ever had before. 


Techniques Used 
1. A balanced investment position. 


Even though common stocks can, 
over the long term, be expected to pro- 
duce more money in an investment pro- 
gram than bonds, an employee does not 
eat and pay rent over the long term. 
He eats today and pays rent this month. 
A program wholly invested in common 
stocks would fluctuate too violently, ris- 
ing and falling much faster and much 
farther than the cost of living. Further- 
more, since the future is unpredictable, 
it is far more prudent to take a hedged 
investment position partly in bonds and 
partly in common stocks instead of be- 
ing wholly in either. 


2. Diversification among securities 
and in time. 


The investment specifications of the 
balanced retirement program adopted 
by Post & Lester require that the equity 
portfolio be diversified among the secur- 
ities of a number of companies. The 
program also insures diversification in 
time — no large amount of an employ- 
ee’s retirement money is put into or 
taken out of common stocks at any one 
time. With respect to prior service bene- 
fits which are funded in order of age, 
oldest first, the Post & Lester Company 
program provides that an employee’s 
benefits in the Equity Annuity Plan will 
be funded over a period of five years, 
no matter how close he is to retirement 
when the plan is adopted. 


3. The Equity Annuity. 


Any common stock investment pro- 
gram is safer if there are no dollar 
claims against the common stock port- 
folio. Therefore, the common stock part 
of the retirement money goes into an 
equity annuity trust, and the benefits 
from that trust fund are described in 
units (analogous to shares in a com- 
mon trust fund) instead of in dollars. 
The plan applies the annuity principle 
in terms of units rather than dollars, 
thus making it possible for the employee 
to depend on retirement income from 
the Equity Annuity Plan for life, no 
matter how long he may live.* 


— 





*The seventeen employees in the Post & Lester 
Plan form such a small group that it was not 
practicable to discount for mortality. The unit 
annuity follows a refund pattern which pays the 
retired employee units of retirement income dur- 
ing the first twenty years of retirement, and then 
over a five-year period shifts him over to insur- 
ance company annuities in such a manner that 
there will be no sharp fluctuations in his retire- 
ment income. Amounts released by an employee’s 
death before age 85 go to reduce employer contri- 
butions. 


May 1954 


The mechanics of the unit annuity are 
fairly simple. Employer contributions 
are computed on the basis of expected 
equity annuity income earned for each 
year of service by an employee, and 
age and sex when the contribution is 
made. The rate table used for determin- 
ing the contribution is based on the 
1937 Standard Annuity Mortality Table, 
investment increment (including divi- 
dends received and market fluctuations) 
of 344% per year, and no loading for 
expenses or contingencies. Retirement in- 
come is credited to employees in “Bene- 
fit Units” payable per year, for life, at 
age 65. The number of Benefit Units 


ee cee 


The Public National Bank and Trust 
Company of New York makes available 
to banks and trust companies and their 
customers every type of personal and 
corporate trust service. 


Our Trust Officers invite inquiries and 
welcome an opportunity to serve you 
in any fiduciary capacity. 


The Public National Bank 


and Trust Company of New York 


Main Office: 37 Broad Street, New York 15, N. Y. 
25 Offices Throughout Greater New York 


Member: Federal Deposit Insurance Corporation 


credited to each employee each year is 
determined by dividing the Current 
Service retirement income from the 
Equity Annuity Plan earned by an em- 
ployee that year, and any Prior Service 
retirement income provided for him that 
year, by the current dollar value of a 
Benefit Unit. 

Initially, the dollar value of a Benefit 
Unit is $10. It is redetermined each 
year by dividing the total value of the 
fund on the valuation date by the num- 
ber of Benefit Units credited and out- 
standing against the fund. Since the 
Benefit Units credited in the plan will 
represent, not principal or capital value, 
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One of the eight Wednesday evening sessions of Pension School recently conducted by 

Bankers Trust Co. of New York for some 32 members of the Pension Division of its 

Pension and Personal Trust Department, headed by vice president Wallis B. Dunckel. 

Officers of the Division, which is the largest of any bank in the country, gave the talks, 
trust officer Stuart M. Ensinger being shown in this photo. 





but retirement income payable per 
year, for life, beginning at age 65, it 
is necessary to convert the Benefit Units 
credited té employees to a number of 
Benefit Units representing present value 
before dividing the value of the funds 
by the outstanding units. 


This conversion to present value is 
accomplished by using the same rate 
table with which employer contributions 
were determined. This table is used to 
determine the present value, in Benefit 
Units, of the Benefit Units of retirement 
income credited to a 35-year-old male 
employee, for example, in the same 
manner that an insurance company’s 
rate table is used to determine the pres- 
ent cost in dollars of a dollar annuity 
for life beginning at age 65. 


small 


4, Consulting services for 


businesses. 


The cost of pension consulting ser- 
vices is usually prohibitive in the case 
of small businesses. The balanced re- 
tirement program installed by Post & 
Lester was a standardized plan devel- 
oped by our organization. While the 
mechanical parts of the program are 
standardized, it is designed in such a 
way that the employer can work out 
a benefit formula which fits the cost he 
prescribes for his plan, and can have 
a wide choice as to normal retirement 
date, eligibility requirements, vesting 
requirements, whether employees con- 
tribute, and whether or not the plan 
provides a death benefit. 


Comparison with Deferred Profit 
Sharing Trust 


Profit sharing is a sound principle 
in that it gives the employees more 
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money, increases the efficiency of the 
operation, makes the employer subject 
to less rigid overhead costs, and makes 
the whole economy more sound. How- 
ever, a deferred profit sharing trust is 
not nearly as efficient as a balanced re- 
tirement program in providing effective 
retirement income. 


Practical problems, common practice 
in profit sharing plans, and Treasury 
Department rulings make it much more 
difficult in a deferred profit sharing 
plan than in a balanced retirement pro- 
gram to allocate the employer’s contri- 
bution in a manner which: 


1. Favors older employees (those 
whose retirement problem is most 
urgent); 


2. Favors long service employees 
(those to whom the employer’s obliga- 
tion is greatest); 

3. Makes allowance for Social Se- 
curity by giving larger benefits on 
annual pay over $3,600 than for an- 
nual pay under $3,600; and 


4. Applies all of the money to re- 
tirement income, without diverting 
any of it to a death benefit. 

As a result of these four factors, a 
deferred profit sharing plan cannot be 
expected, even with continuous contri- 
butions, to provide adequate retirement 
income for anyone until it has been in 
effect for twenty years or more. An 
even longer period of continuous con- 
tributions will not provide reasonably 
adequate retirement income for the 
company’s most valuable employees — 
those who are higher paid and who 
are promoted more frequently.* 


*A detailed, hypothetical case comparing a pen- 
sion plan with a profit sharing plan is set out in 
the appendix. 


Unsatisfactory Results from 
Profit Sharing 


Deferred profit sharing plans do not 
produce as effective investment results 
with common stocks as do balanced re- 
tirement programs. When the retirement 
plan is a deferred profit sharing plan, 
it produces a sort of negative dollar cost 
averaging: When times are good, the 
employer puts in a greater amount of 
money. This is exactly the time the 
market is likely to be high. When times 
are bad, the employer puts in less money 
or no money. This is exactly the time 
the market is likely to be low. 


The deferred profit sharing trust pro- 
duces equally unsatisfactory results at 
the pay-out stage. In practice most de- 
ferred profit sharing plans pay an em- 
ployee installments for a fixed term of 
years, give him a lump sum payment, 
or convert his share in the profit shar- 
ing trust into insurance company annu- 
ities. The first choice is highly unsatis- 
factory because the employee cannot 
have any assurance that he will not out- 
live the prescribed number of years. 
The second and third choices are very 
unsatisfactory because they have the 
effect of selling out his whole common 
stock position at one time. 


The gamble thus imposed on the em- 
ployee is made very evident by com- 
paring two employees just alike in earn- 
ings and service history, and differing 
only in that one is several years older 
than the other. One reaches retirement 
in 1929, the other reaches retirement in 
1932. The sharp difference in their life- 
time incomes had they been participa- 
ting in a deferred profit sharing trust 
cannot reasonably be justified by the 
mere fact of a difference in age. In a 
balanced retirement program, on the 
other hand, retirement is not a signifi- 
cant event from an investment point of 
view, and the retired employee is 
assured of income from the equity an- 
nuity plan as long as he lives. 


Cost Flexibility 


Pension plans have been compared 
unfavorably to deferred profit sharing 
plans because of the former’s rigid cost 
burden. This is true of pension plans 
funded by individual annuity contracts 
specifying a definite dollar payment per 
year. It is not true of the balanced re- 
tirement program adopted by Post & 
Lester. The cost of that program is 
divided into two parts, Current Service 
and Prior Service. The Current Service 
cost tends to vary closely with the pay- 
roll so that it automatically goes up in 


(Continued on page 489) 
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IMPORTANT NEWS FOR TRUST MEN 


Kennedy Sinclaire’s 


Gonrlth Pension and 


Profit-Sharing Ayia 


Will be held in New York 
OCTOBER 11, 12 and 13, 1954 


Our staff of instructors will include actuaries, bankers and 
lawyers, specializing in retirement programs and with broad and 
successful experience in the formulation, sale, installation and man- 
agement of profit-sharing, pension and thrift plans. 

Attendance at this Pension and Profit-Sharing Seminar is 
limited in number and restricted to representatives of banks and trust 
companies. For further information please address our Pension and 


Profit-Sharing Department. 


Kennedy Sinclaire, Ine. 


140 Cedar Street, New York 6, N. Y. 












aan Siiods' Pp urge 


or 


The Laying of a Ghastly Ghost 





By PAUL B. SARGENT 


Member of the Boston Bar 























| HILA 
Self 
| Jud; 
Scene: Purgatory phe 
le 
Cast: Martin Leech, Esprit hi 
Court Spirits representing Doctor Abel Healer rT 
Hon. Phantom Finepoint, Judge of the High Court of Iniquity J. Halfwaye Thayer, Esprit . ‘ Cé 
ad ; representing brother, Hardleigh Selfmade 
sitting at Limbo. Deadly Dull th 
Register of Probate: Just Hankering — Pro S os ge 
Court Officer: Kirton Charonshade alias eeeiinael xe 
Lecat Sprites (Esprits de Corpses) SHADES OF BANKERS, UNDERWRITERS AND ACCOUNTANTS a 
Bowey Lovett, Esprit Christopher Crypt, former Trust Officer (and Vice President) of st 
: - : the Subrosa Trust Co. 
representing widow, Shirley Selfmade ; , ‘ 

Sir Willi Hack ent Studley Van Stuyvesant Stalwart, VII, third assistant (. 
= Witam feckstone, Leprit ; associate substitute trust officer. cl 
, ne nephew, Jasper Selfmade Nonesuch Nevermist, C.L.U. (Colossal Learning Unlimited). og 
Weepalone Driftalong Drydock, Esprit Howie Dewing, C.P.A. (Casual Private Accountant) _ 
representing mother, Isabel Selfmade Sam Sliderule, his assistant. 5 Reg 

Chester Chisselwit, Esprit sa : 
representing stepson, Hilary Highstepper SHapows oF GuarbDIANs Ap LITEM 5 Cou 
Elmer Whiffletree, Esprit Hector N. Delay : 8 
‘representing chauffeur, Harold Horsefly a representing Simon, Jr. and Tyron Selfmade al 
Hugh Haversack, Esprit Uriah Heapiton ——< ee Selfmad L 
representing employee, Stanislous Stedfast SNS See Say See ce 







Frederick Fleetinghope, Esprit THE REPENTANT SPOOK 
representing sister, Susan Selfmade S. Simon Selfmade 








(Entire staff aided and abetted by King Solomon Hindsight) 







(Scene opens with Simon Selfmade wringing his hands, hesitatingly Judge: Even here in Purgatory we have no punishment 
presenting himself to Judge Finepoint who sits at the Bench severe enough for that one unforgiveable sin. You are 
playing solitaire) doomed to wander forever homeless in never never land 

Hankering: Don’t bother the Judge till his patience is ex- where the cursed sorrows you brought upon your loved 






hausted. (A long pause ensues at the end of which the ones and legatees will bear down upon you for all eternity. 
Judge gathers up the cards in a huff and throws them over Selfmade: But I have truly repented and I’ve been told that 









his head.) this court can help me. 
Judge: What do you want? Judge: How can I know you are sufficiently contrite? 
Selfmade: Is this the Supreme Court of Inequity? Selfmade: Twelve days after my demise I was taken by the 






spirit of things to come to a hearing on April 22, 1952, 
at a Trust Council-C.L.U. meeting in Boston where | 
was forced to see the shame of my perfidy and the de- 
struction of my life’s work. Since that night the spirit of 
the present has kept me aware of the results of the more 
than 50 mistakes I inadvertently made in preparing that 
; one page instrument I so mistakenly referred to as my 
Selfmade: Where are all the other suppliants? “Will.” In fact there has been inscribed on my gravestone 


Judge: There is none. It is only an extreme case that sur- an epitaph reading: 


Judge: Iniquity — not inequity. We may be wicked but we 
are never unfair. On earth they used to refer to the judges 
as the Court of Antiquities but that didn’t apply to me 
as I was the youngest judge ever to be appointed by a 
lame duck governor. It was because of my fine points 
though the opposition wouldn’t admit it. 











vives death and we go from year to year without anyone “Here lies Simon Selfmade 
appearing before us till someone comes along who has A victim of horrible fate 
committed a particularly heinous crime. What did you do? He drew his own Will 
With consummate skill 
Selfmade: I drew my own Will. And lost his whole damned estate.” 











This is an abbreviated and expurgated version of a Mortem of S. Simon Selfmade”’ published in TRUSTS AND 







dramatization before a joint meeting of the Boston Life EstTaTEs, July 1952. Reprints will be available at 30¢ 
Insurance and Trust Council and Boston Chapter Charter each. Anyone desiring the full text for oral presentation 
Life Underwriters, presented as a sequel to the skit “Post- may contact Mr. Sargent at 75 Federal St., Boston 10. 
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tte. I can stand this excruciating pain no attendance and you shall be heard. wf ol 

f 27 longer and with abject apologies to the God save us simple souls — and may as 

~ entire fiduciary fraternity I seek your the Devil take the rest of you. Be od Yi 
a 4 Honor’s sage advice. seated. Court is open. Quiet. Quiet. S (\ bby 
\\ x YP , \ Judge: I do not advise. That is for the Judge: As our punishment for tonight Si wr 

a f ( lawyers and it behooves them to be we are going to play that intriguing yo 

ida right. I dictate and it matters not if game known on the top deck as Cas- aiatlaats 

HiLary HIGHSTEPPER I am wrong, as I am a court of last ner’s Canasta. Our pawn is this poor ISABEL SELFMADE 
resort. creature, Simon Selfmade, whose in- 


famy is known to us all. He wants to atone for his great 
crime and promises to be as amenable as he was object- 
ionable. (Judge then appoints attorneys for the litigants 
and special guardians for the infants.) 


: Selfmade: I pray your Honor’s judgment. 


Judge: Your misguided masterpiece is well known to us 
here in Purgatory and we have a goodly number of rest- 
less spirits who while temporarily residing here (they 
hope) will doubtless find relief in whiling away some Selfmade: Isn’t some one going to represent me? 


unremunerative hours for the first time in their illbegotten Judge: In the public interest, the Court will represent you 
‘ ? 


made ei P" if — - = : ow well Hell 4 sy mee with the able assistance of King Solomon Hindsight who 
er ee ee ee er en ee eee ee will help us all throughout the proceedings — though he’s 
get some of them out of here. (Judge turns to court officer but a shadow of the past, we've never found a suitable 
who has been picking up the cards and says): Charon- ccihitien tam eaile sapneane eign 
shade, bring in the members of the estate planners turn- . 

t) of stile — I mean turntable. Register: That does it, your Honor. 


(All the actors plod in — uttering moans and groans. One Judge: Then at last we are ready to begin. Take the stand, 
character is wearing a trench helmet and carries a long Mr. Selfmade. Fortunately we have the testator with us 
gun.) so there should be no difficulty in ascertaining his inten- 


tions. On earth we judges always determined the testator’s 
intentions in his absence — sometimes without any basis 
for our conclusions but our imaginations. Mr. Hackstone 
you may start swinging. 


Register to Court Officer: Sound the alarm. 


Court Officer: Hear ye, hear ye, hear ye — all ye woe-be- 

gone derelicts of former estate planning teams, having 

made anything to do with the High Court of Iniquity sitting at 
Limbo in and for the County of Anguish, State of Un- Nephew’s atty.: Mr. Selfmade, I show you an instrument 

ade certainty and Realm of Purgatory, draw nigh, give your which purports to be the Will you prepared on earth and 
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EXHIBIT “A” 
WILL OF S. SIMON SELFMADE 


I, S. Suwon SELFMADE, of Sometown, in the County 
of Somewhere and Commonwealth of Massachusetts, 


do make this my will. 

First: 1 direct that my just debts and funeral 
expenses be paid. 

Seconp: I give all my guns to my father-in-law, 
Deap.Ly DULL, now living at Sharpers Citadel, Cairo, 
Egypt. 

TuirD: I give my Cadillac automobile to my chauf- 
feur, HAROLD HorseEFLy, and $2,000. in cash. 

Fourtu: I give my books, jewelry, furniture, tools, 
and all my other personal effects to my mother, ISABEL 
SELFMADE. 

FirtH: I give the sum of $10,000. to STANISLOUS 
Steprast, if he is in my employ at my death; also I 
forgive his indebtedness to me. 

S1xtH: I give my 4-story business building at the 
corner of Hide and Seek Streets, Sometown, to my 
brother, HARDLEIGH SELFMADE. 

SEVENTH: I give to my sister, SUSAN SELFMADE, 
the sum of $5,000. or my 50 shares of Standard Oil 
stock. 

EicHTH: I give to my stepson, HILARY HIGHSTEP- 
PER, of Greenwich Village, New York, such sum of 
money as shall be shown as a balance by my personal 
check book at my death, and I hope it won’t be much. 

NinTH: I give my business known as SELFMADE 
PERISHABLES Co. to my nephew, JASPER SELFMADE, 
on condition that when any son of mine reaches 21 he 
gives him a substantial interest therein. 

TenTH: I direct the sum of $25,000. be set up for 
my children, S. Stmon SELFMADE, JR. and TyRoN 
SELFMADE, the income to be paid to each child until 
he reaches 21, when he is to receive the principal. 

ELEVENTH: I give the sum of $10,000. to my friend, 
Dr. ABEL HEALER, it being my desire that he spend 
it for such charitable purposes or worthy individuals, 
including some I have told him about, as he may decide 
upon. 

TweELFTH: I give all the rest and residue of my 
net estate, after all proper deductions, to my wife, 
SHIRLEY SELFMADE, and after her death I want every- 
thing that is left to go to my children, Stmon, Jr. and 
TYRON, equally. 

THIRTEENTH: I appoint my said nephew, JASPER 
SELFMADE, as administrator of my estate, and if he 
does not survive me | appoint the Bic BoosTER BaAnK. 
It is my hope and belief that it will not be necessary to 
employ an attorney in the settlement of my estate and 
it is with this in mind that I have made this will so 
clear, concise and complete. 

Executed in triplicate this 15th day of June, 1949, 
before the persons named below. 

S. Simon Selfmade 
Witnesses 
Prudence Prim 
Hazel Horsefly 
Partleigh Selfmade 


ALO 











which is to be the subject matter of this hearing. Do you Nep/ 
acknowledge this to be your brain child? pee 


Selfmade: 1 do. Selfm 


Nephew’s atty.: 1 ask this be marked Exhibit A and received} Nep/« 
into the records. mei 


Judge: Let it be so marked, Mr. Hankering. | Selfm 
Nephew’s atty.: Now, Simon, I show you a list purporting | Neph 


to constitute all your assets. Do you acknowledge this asf her 
a true statement of your condition? | for 


Selfmade: 1 do. yr 


del; 
Nephew’s atty.: Your Honor, I ask this be marked Exhibit}) eve 


B and that it be admitted into evidence. | test 
Judge: Consider it done. oo 
ha 

Nephew’s atty.: 1 think it will be less confusing if we dis-F | if 
B Seljm 


pose of the more simple questions first, and having inf 
mind Mr. Deadly Dull is muzzled, I now ask you, Sir, Fathe 
what did you mean by giving your guns to your father-§ | sl 


in-law? 
eens i Judge 


Selfmade: I refuse to answer on the ground that to do sof} irre 





might incriminate me. B did 
Judge: Never mind that stuff down here. ANSWER! | Neph 
Selfmade: 1 didn’t know what else to do with them and | . you 

thought he might contrive to shoot himself —-, but he | Fir 

anticipated me, I h rt r, 

icipated me, | am happy to say | Selfm 
Nephew’s atty.: Did you realize that the gift of those guns}) out 
to Deadly Dull, he being a resident of Egypt, would hold Neph 
up the probate of your will for at least three months? - ai 
Selfmade: No, had I known that I wouldn’t have felt it was j 
worth the try. is 
EXHIBIT “B” N 
INFORMATION ABOUT DECEDENT’S FAMILY AND i 
PROPERTY F d 
cludes 
S. Simon Selfmade died April 10, 1952 at the age of 55, a tno I 
resident of Sometown, Massachusetts, leaving as his heirs his ig 
widow, Shirley Selfmade, age 44, and his three children, Simon, ' Lo: 

Jr., age 17, Tyron, age 14, and Justine, 9 months old. He also of th 

left behind his mother, Isabel Selfmade, a brother Hardleigh, 

an unmarried sister, Susan, a nephew, Jasper Selfmade, and os 

Jasper’s son, Partleigh. Jasper has been employed by the dece- Edito 

dent in his business for over 10 years. ' functi 

The decedent’s property at his death consisted of the follow- |. Se 
/ Chase 
Approx. Value iT I 
Residence in Sometown . oo 
Summer Home in Maine _.._»_>S obit I B T.&E. 
Tangible contents of both houses _...____. ; D 
(Claimed by widow) ‘ 
EGRET Tee a aN profe: 
Motor boat in Maine —_____ ree sy f ion | 
ee eg, Disesinnmiionpencnccnpaiitiaineidie J spoke 
2 acres of land and old building at Hide and 
Seek Streets, Sometown —.._____-__-____ ‘ El 
(Mortgaged for $20,000) ney, 
Life Insurance (Payable under 10 yr. C. and C. over | 
SN ea dititinicinidsengeunbiatbennngatiienndantaia 
Personal checking account — 17,561.27 Chi 
meer Dean 
| a eRe Le ee ee $271,061.27 strati 
Selfmade Perishables Co. ex 
Deen Wee 6 K 
Average 5 yr. net annual earnings 30,000. Uncertain o 
Bm (i KOEN emp 


eee Sent eee Renee Tee 
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> yous Nephew’s atty.: Then are you willing we strike out that 






provision ? 
Selfmade: Yes, but how else could I have done it? 


eivedp Nephew’s atty.: Do you trust your wife? — financially, I 


wr ting 


lis ash 
MY 


hibit i 


mean? 
\Selfmade: Implicitly. 


| Nephew’s atty.: Then you could give her the guns and leave 
her a written request — not part of the will — that she 
forward them to her father. Perhaps she wouldn’t suspect 
your motives, and anyway, it would save three months 
delay. Sometimes we do this through the executor. When- 


ever a legatee is named who lives far away from the 
| testator’s domicile, most courts require a long citation 
| varying from 30 to 120 days no matter how inconsequen- 
tial the bequest, or for that matter the legatee, may be. 
> dis-F ; ' 
ig in bSeljmade: Again I say, it and he wasn’t worth it. 
Sir, § Father-in-law: It was when I saw a copy of your Will that 
ther-§ 1 shot myself. 
Judge: Silence! The reason you shot yourself is incompetent, 
lo sof} irrelevant, and immaterial. We are all satisfied that you 
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Chase of J. K. Lasser & Co., and Joseph 
) Trachtman, New York Legal Editor for 
| T.&E., were the featured speakers. 







E did. 


i Nephew’s atty.: Now, Mr. Selfmade, why did you direct 
} your just debts and funeral expenses be paid — see the 
First Paragraph. 

j Selfmade: (indignantly) Sir, every Will I ever saw starts 
* out with that phrase. 

- Nephew’s atty.: Yes, and it’s entirely unnecessary in almost 
) every case. The law will see that these are paid from your 








Trust & Estate Planning 
Council Activities 


April meetings of Life Insurance and 
| Trust and Estate Planning Councils in- 
) cluded the following reported to Trusts 

AND ESTATES. 


Los Angeles — Walter L. Nossaman, 
of the local law firm of Brady, Nossa- 
man & Paulson, and California Legal 
Editor for T.&E., discussed practical 
functions of living trusts. 


Southeast Florida — David Boyd 
TRI- 


Detroit — Charles E. Irvin, assistant 
professor of Speech and Communica- 
tion Skills at Michigan State College, 
spoke on “The Littlest Salesman.” 


El Paso — Orba Malone, local attor- 
ney, discussed the advantages of a will 
over intestacy. 


Chattanooga — Dr. Frank B. Ward, 
Dean of the College of Business Admini- 
stration, University of Tennessee, talked 
on economic conditions. Visitors from 
Knoxville, where a new Council is con- 
templated, were present. 
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estate, no matter what you say about it. More important, 
did you mean to include in these words the mortgage of 
$20,000. on your business building you gave your brother 
Hardleigh? 


Brother’s atty.: I pray your Honor’s judgment. The words 
are perfectly clear. 


Judge: (to Selfmade) : You may answer. 


Brother’s atty.: May I have an exception your Honor? This 
violates the parol evidence rule. 


Judge: Exception noted. (To Selfmade) You may answer. 


Selfmade: If it had occurred to me at all, which it didn’t, 
I would have meant to give Hardleigh the building subject 
to the mortgage. I didn’t think of it as one of my debts. 


Judge: That is precisely why I permitted you to answer the 
question, and every one here including Halfwaye Thayer 
foresaw the answer — and many cases uphold this. 


Brother’s atty.: 1 stand upon my rights. There are plenty 
of cases to the contrary — which insist the Will must mean 
what it says. 


Nephew’s atty.: Fine — then you admit that Selfmade’s gift 
in the Sixth Paragraph of his “4-story business building” 
does not include the land under and around the building. 


Brother’s atty.: That is utterly fantastic. Of course it does. 


Nephew’s atty.: My admiration for your consistency knows 
no bounds, Mr. Thayer. Will you settle for the land be- 
neath the building or must I get out the decisions to 
prove to you that ordinarily the surrounding acreage does 
not pass? (Continued on page 503) 


Ancillary Service 
in three Pacific Coast states 
through one Trust Department 


Of significant value to you is the fact that the 
Bank of California is the only bank with offices 
in California, Oregon and Washington—and the 
only bank qualified to act directly in a fiduciary 
capacity in all three Pacific Coast states. 

The Trust Department at each of our tri-state 
offices is fully equipped to handle all ancillary mat- 
ters. In addition, each of our Trust Departments 
can draw instantly upon the experience and facili- 
ties of all other Trust Departments in our coast- 
wide organization. 

This three-state ancillary administration through 
one contact can save time and confusion and con- 
tribute definitely to the efficiency of your service. 


THE BANK OF 
CALIFORNIA 


NATIONAL ASSOCIATION 
Incorporated in 1864 


SAN FRANCISCO + PORTLAND + SEATTLE + TACOMA 


How to Arrange Insurance 


ITS FUNCTION IN THE ESTATE PLAN 


S$ STANDARDS AGAINST WHICH I 

measure the validity of my sug- 
gestions, I propose four fundamental 
principles of sound estate planning: 


1. Liquidity. Sacrifice of productive 
but non-liquid assets to provide the re- 
quired liquidity to meet estate liabilities 
may result in severe shrinkage. Lack of 
liquidity during the estate owner’s life- 
time also may be a source of embar- 
rassment in the conduct of his affairs, 
losses in value, and missed opportuni- 
ties for gain. 


2. Flexibility. Sufficient flexibility 
should be assured to meet not only the 
reasonably foreseeable or predictable 
circumstances and needs but, to the ex- 
tent possible, those which may be re- 
mote but conceivable; and again to the 
extent practicable even some circum- 
stances which may lie beyond the realm 
of conceivability. 


3. Investment balance. This balance 
between equity assets, securities, realty, 
and commodities on the one hand, 
and fixed-dollar assets such as bonds 
and life insurance on the other hand 
— is to equalize the flow of invest- 
ment income during periods of in- 
flation and deflation, and maintain the 
purchasing power of the estate owner. 


4. Maintenance of income. This 
principle is not a standard against 
which we measure the efficiency of the 
dispositive arrangements of insurance 
proceeds, and therefore I merely men- 
tion it. It refers to the development of 
earning capacity in the heirs and bene- 
ficiaries because in many circumstances 
the ability to work and earn may be- 
come more important than the property 


passed on. 


Considerations as to Liquidity 


It may well be that in the actual 
administration of the estate, the use of 
life insurance proceeds as a source of 
liquidity may profitably be avoided, 
and in some cases it should be avoided. 


From address before Estate Planning Council of 
Spokane, Feb. 16 ,1954. 


AAG, 


KARL K. KROGUE, C.L.U. 
Spokane, Washington 


This was suggested by one of our mem- 
bers sometime ago who said that life 
insurance should be used to provide 
the certain and secure income for which 
it is admirably adapted both by its 
increase in capital values upon death, 
and the settlement of those values under 
the policy options; and that therefore 
the “cats and dogs” from the estate 
assets should be used to pay the claims 
and costs. 


It may very well work out that the 
insurance may be more valuable as a 
source of income than as a source of 
liquidity. I insist, however, that it 
should be available for either its ulti- 
mate use in fact, depending upon what 
actually happens when that estate is 
probated. 


Getting rid of the less desirable “cats 
and dogs” to discharge the even less 
desirable estate liabilities, is wonderful 
— if it works! The troubles are that 
the “cats and dogs” are of doubtful 
value at any time, and thus by definition 
cannot be relied upon for liquidity; that 
usually the most productive assets must 
be forfeited because they are most 
readily liquid in some degree. The in- 
come requirements of the family may 
thus be far more seriously impaired by 
loss of those productive assets than by 
having to get along without the rather 
drearily small return ‘from the life in- 
surance under options. 


Cheapest Payment 


The fact is that much of the life 
insurance purchased by estate owners 
is bought to assure liquidity, as well as 
to provide dollar income and invest- 
ment balance if it is not used for liquid- 
ity. The wisdom of such a course be- 
comes clear when we review the reasons 
why life insurance, where available, 
provides the cheapest possible source of 
discharging the liabilities, even though 
reduced itself by top-bracket tax rates. 


For example: Any general property 
used to pay estate costs is itself reduced 
by Federal Estate Taxes, State Inheri- 


tance Taxes, and administration costs, 
Thus any property so applied is itself 
reduced, in a typical Washington case, 
by 22.4%, whereas life insurance is 
reduced only by Federal Estate Tax, 
plus Washington Inheritance Tax of 
that amount in excess of $80,000. or 
14.4%. If $50,000 of liabilities, there. 
fore, are paid with life insurance, only 
$58,400 would be required — as con- 
trasted to $64,430 of property — or a 
saving of over $6,000. 


But insurance offers, further. a tax-f 


free gain equal to the difference be-f proce 


tween proceeds and the premiums paid. 
And, moreover, any property used to 
pay premiums would, if not so trans- 
ferred into life insurance, be itself re- 
duced by 22.4% in the estate. Thus, the 
net cost to the estate of annual premi- 
ums is reduced by 22.4%. The same 
net results are obtained if life insur- 
ance is purchased equal to the estimated 
liabilities, but other property is used 
to discharge them. 


Beneficiary Designation 


Unquestionably the simplest and the 
most certain means of giving full effect 
to the principle of liquidity in dispos- 
ing of the insurance proceeds, is by 
designating the estate as beneficiary. 


There is utterly no doubt that the pro- § 


ceeds will be available for payment of 
estate liabilities, because the proceeds 
pass to the executor. There are, how- 
ever, three disadvantages to this method: 
(1) The proceeds are subjected to ad- 
ministration and probate costs; (2) 
There is lost as to $40,000 of the insur- 
ance ($80,000, in effect, if insurance is 
all community property) the Washing: 
ton State Inheritance tax exemption: 
and (3) The statutory creditor-proof 
exemption is sacrificed. 


For these reasons, the most conven- 
tional but too frequently unchallenged 
plan is to designate the spouse as bene- 
ficiary. Here, there is no assurance that 
the proceeds will. become available for 
the payment of estate costs; and to the 
extent of this uncertainty, the funda- 
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mental principle of liquidity is violated. 


As the outright beneficiary, the wife 
is under no compulsion to pay the taxes, 
except, of course, as to her pro-rata 
liability under IRC Sec. 826(c), in the 
absence of a contrary direction in the 
will. To the extent that her own share 
of the estate may be increased by eflici- 
ent and prompt discharge of the tax 
liabilities, she may have an incentive 
to pay the taxes. On the other hand, in 
the case of the substantial estate she is 
almost never, and certainly under 
normal circumstances should not be, 
the sole beneficiary of the estate. In 
such cases she would be using funds 
which are now absolutely her own to 
pay costs and taxes for the benefit of 
other beneficiaries who may or may not 
have interests adverse to hers. The very 
nature of the general estate assets them- 
selves may make it advantageous for 
the wife not to sacrifice her life insur- 
ance proceeds to pay the taxes. 


Distortion of Plan 


Assuming that she does use these 
proceeds for payment of the costs and 
taxes, she may do so by either buying 
assets from the estate, or loaning funds 
to the executor and receiving in return 
indebtedness created by the estate. If 
it is indeed intended that the proceeds 
be used to discharge the costs in behalf 
of the estate, thus permitting each bene- 
ficiary to share pro-rata in their benefit, 
this procedure produces an entirely un- 
intended result, and thus upsets the in- 
tended distribution of estate assets as 
among all of the beneficiaries — unless 
the will carefully apportions taxes 
against assets other than the life insur- 
ance passing to the wife; otherwise, the 
wife’s net share of the estate will have 
been reduced by the amount of the 
taxes on the insurance. 


But on the other hand, if the will 
does apportion taxes so as to correct 
this inequity, the unsatisfactory alter- 
native is that the taxes upon the wife’s 
estate are thereby increased, as further 
explained below. The larger the amount 
of the life insurance, or the greater 
proportion of it which she uses for the 
payment of costs, the greater the dis- 
tortion of the overall distribution plan! 


Another possibility may still further 
upset the intended balance among the 
Various beneficiaries of the estate. Esti- 
mated estate liabilities cannot be deter- 
mined for that unknown moment in the 
future when our client shall die. If, for 
example, there is an excess of life in- 
surance proceeds over the amount 
needed to pay taxes, and if adequate 
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adjustment has not been .made in the 
will as an offset for the life insurance 
proceeds passing to the wife — and 
there almost never is — the intended 
distribution of shares among the bene- 
ficiaries has been further upset. 


Second Tax 


A third weakness of the individual 
beneficiary designation is the incredible 
invitation to a second round of estate 
liabilities upon the later death of the 
wife, should it occur beforé exhaustion 
of the insurance proceeds. The wife’s 
death may occur soon after the hus- 
band’s, and before the insurance has 
been used for the estate costs. Insur- 
ance values, already reduced at the hus- 
band’s death by 14.4% as in the illus- 
tration above, are now still further 
eroded by another 33.3% — which 
double bite will wipe out half the total 
policy values! 


It is indeed incongruous to eliminate 
the second round of costs by the will 
plan — an obvious and elementary 
step in any estate program — and then 
by an outright individual beneficiary 
designation, deliberately subject the life 
insurance proceeds to the same wringer 
from which we've just retrieved the 
general property. Polisher, for example, 


recognizes the tax danger of having life 
insurance proceeds payable to the wife 
by cautioning that the will of the dece- 
dent should provide apportionment of 
the taxes thus incurred against the wife, 
rather than having them borne by the 
estate and thus increasing the share 
passing to the wife.? 


Insurance Trust 


The inter-vivos life insurance trust, 
it is submitted, solves the problem and 
is a highly proficient mechanism for 
disposing of life insurance proceeds. 


Liquidity is assured by granting the 
trustee discretion — not directing him 
—— to loan the insurance proceeds to the 
executor, to purchase estate assets from 
the executor, or to borrow money for 
the benefit of the estate. The executor 
under the will is given collateral author- 
ity to borrow from the trustee. Typi- 
cally, the beneficiaries under the will 
or in the testamentary trust are identi- 
cal to those under the inter-vivos life 
insurance trust, so that the transaction, 
correlated with the will provisions, re- 
sults in an, equitable apportionment of 
costs and taxes among all of the bene- 
ficiaries. Any life insurance left over 


1Vol. 2 Polisher, Estate Planning and Estate Tax 
Saving’ 570. 


EXCELLENT INCOME 
OPPORTUNITY 


THE NEW YORK CITY General Agents of a large 
life insurance company are anxious to obtain the 
services of a man qualified to direct a Research and 


Analysis Department. The person we are looking for 


must be a top-flight attorney, or a legally trained trust 
officer, or tax specialist. He must be experienced in 


estate planning problems. Compensation will consist 


of a substantial guarantee, plus a generous incentive 


arrangement. 


Write Box 5, Trusts and Estates, 50 £. 42 St., New York 17, N. Y. 
giving age, education, experience, and any other in- 
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after payment of costs, in accordance 
with provisions of the instrument, is 
available for the benefit of all benefi- 
ciaries exactly as intended. 


Also under this arrangement, there is 
a previously created market available 
for the transfer of depreciated and non- 
liquid assets in the estate, which in the 
hands of the inter-vivos trustee can be 
kept until the values recover or are 
otherwise handled as indicated by the 
circumstances. By preventing sacrifice 
sales in a period of economic depression, 
the estate as a whole may be protected, 
preserved, and made to better serve the 
needs of the beneficiaries. 


Indeed, the corporate trustee is cap- 
able of furnishing the funds right on 
the date of death, and even before col- 
lecting the insurance proceeds. It may, 
if needed, step over to its own commer- 
cial department and secure the neces- 
sary funds, having full confidence that 
the proceeds will shortly be in hand 
from the life insurance policies. The 
trust becomes a going business, opera- 
ting for the benefit of the estate and 
the family, at the very moment of death.” 


Considerations as to Flexibility 


During the post-mortem period of the 
estate plan’s operation, which may run 
throughout the lives of some of the 
beneficiaries, and a goodly part of the 
lives of others, the beneficiaries are 
going to be exposed to widely varying 
circumstances of economics, family 
status, health, competence, education — 
in short, all sorts of adventure and 
peradventure created by a dynamic so- 
ciety and the vicissitudes of personal 
life. In disposing of life insurance pro- 
ceeds so as to observe the principle of 
flexibility, it is my opinion that de- 
ferred settlements with the insurer are 
not a satisfactory answer. 
“No matter how great a variety of 
settlements was offered to the in- 
sured or to the beneficiary, the fact 
remained that when a choice of settle- 
ment was made, the terms of the 
policy becamt fixed, inflexible. It was 
essentially a contractual transaction. 
If it was not legally impossible for 
the insurance companies to exercise 
discretionary powers in the payment 
of proceeds, it was regarded as ad- 
ministratively impossible. . . .”3 
When optional settlements are used, 
you are caught on the horns of a 
dilemma, thus: Should you recommend 
a rigorous fixed settlement optional ar- 
rangement which according to the chart 
will provide so much here and so much 

2Cf. Shattuck’s Estate Planner’s Handbook, 2d 
ed. p. 50. 

3Smith, Personal Life Insurance Trusts, page 11. 


here and so much here, etc., thus aban. 
doning flexibility as to insurance pro. 
ceeds? Or, should you have complet 
flexibility in name only by giving the 
beneficiaries unlimited right to with. 
draw under all circumstances, and 
thereby irrevocably commit the fund 
to the unwarranted confidence that they 
will under all possible circumstances he 
competent themselves to exercise proper 
discretion? Only by means of a com 
promise, and one by which a greater 
or less degree of flexibility is sacrificed, 
may a patchwork solution be found 
through use of the options. 


Decision for Trust 


I have long since resolved the anci. 
ent battle between optional settlements 
and trusts in favor of the trust mecha. 
nism. If the trust company is just asking 
for the opportunity to do the same 
thing as the insurance company except 
to charge a fee for it, they haven’t any 
right to the business. The avoidance of 
the unsatisfactory compromise just re- 
ferred to is the justification of the use 
of the trust institution. 


By the happy marriage of an inter- 
vivos and testamentary trust, the in- 
sured’s estate may be most effectively 
unified for maximum flexibility. First, 
I refer to unification of his insurance 
estate alone. Most clients’ insurance pro- 
ceeds are produced by many different 
policies in different companies, issued 
under different terms and conditions. 
Regardless of the degree of integration 
which can be effected by the most meti- 
culously designed programming of the 
settlement options, the plan cannot pos 
sess the flexibility of the insurance trust 
in which the policies are brought to- 
gether under a single plan of admini- 
stration and distribution which adapts 
the entire insurance proceeds to the 
different needs of the beneficiaries, both 
as to liquidity and maintenance of in- 
come. 


But even more important is that the 
unifying process applies to the general 
property as well. The inter-vivos life 
insurance trust and the testamentary 
trust (or the pour-over if Scott’s and 
Shattuck’s enthusiasms be followed) 
provide the means of unifying and 
integrating the life insurance with the 
general estate so as to make the two 
types of property work together for 
maximum effectiveness, economy and 
efficiency. A prominent life insurance 
counsel himself says: 

“Only through the trust arrange 
ment is it possible to avoid the horns 
of the dilemma as to how to settle 
the insurance proceeds. Only through 
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a trustee under a properly drafted 
instrument can we leave flexibility 
which is controlled.’’4 
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Other Possibilities 
If there are some situations in which 

the use of the options for the wife is 
considered to be important, then con- 
t theye , : : 
in sider the wisdom of naming the wife 
99 only as primary beneficiary of the in- 
oper : 

surance under settlement options, and 
com. ‘ ; 

of naming the trustee as contingent 









we beneficiary to take at the death of the 
a insured and wife — with other funds 


from insurance or from the estate to 
be paid to the trustee at the death of 
the insured. This type of flexibility is 
obviously of special importance when 
dealing with children. What father while 
he is alive says: “I will treat all my 
children equally.”? Of course not; he 
says: “I will treat my children accord- 
ing to their needs.” You can’t do that 
with optional settlements; you can do 
it under a trust agreement. 


There’s another possibility when for 
compelling reasons it is desired to name 
the wife as primary beneficiary. She 
can be designated primary beneficiary 


st re- 
e use 


ne under the interest only option with the 
tively right to withdraw or change the options, 
Fire, but only with the consent of the trus- 
renee lee, who is named as contingent benefi- 
5 pro ciary upon the death of the wife, and 
oll for the benefit of the children. The trus- 
ssuedia (ee will have been given other funds 
tions.@ '0™ either other insurance or the gen- 
atte eral estate, so that it will have a trust 


met °° administer immediately at the in- 
f the sured’s death. The trust instrument can 
spell out the circumstances or conditions 


pe under which the trustee will consent to 
i the wife’s exercise of her withdrawal 
wer rights or right to change to other 
dapt options. The trustee can exercise his 
_ discretion in the light of the wife’s or 


“both the entire family picture, not only for 
the insurance, but from the standpoint 


of in- 

of all the other assets. 
it the Such a plan may enable the benefici- 
neral aries to get the combination of advan- 


- Hifee (88s: if the combination offers advan- 
tages, of the settlement options and the 


ntary ‘ q 

- discretionary control of the trustee. And 
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ae it would probably be effective tax-wise 
fl well, 
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we Qualifying for Marital Deduction 


- for? [here are some special advantages, I 
andf Pelieve, in using the trust arrangement 
rancefl { the life insurance must be qualified 
for the marital deduction and still assure 


the maximum flexibility of plan. 
es 
‘Robert J. Lawthers, Director of Benefits and 


Estate Planning, New England Mutual Life Insur- 
ance Co. 
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NO IVORY TOWER, THIS... 


Far be it from us to be “far from the madding crowd's ignoble strife.” 
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by mail, telephone, or personal call. 

The booklet is called “How To Get The 
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Life insurance proceeds held under 
option must meet exactly the five re- 
quirements of Reg. 105 Sec. 81.47a(d), 
which in general are similar in both 
rigidity and complexity to the require- 
ments of a power of appointment trust 
under Sec. 81.47a(c). However, if the 
attorney will agree that life insurance 
designed for qualification for the mari- 
tal deduction may be qualified by pour- 
ing it into a trust qualified under the 
few simple lines of 81.47a(b) (2), then 
all of the disadvantages required by the 
rigidity and complexity of Sec. 81.47a- 
(d) may be avoided. 


Albert Manheimer.® among others,® 
has pointed out that property may be 
so qualified for the marital deduction 
by the alternate of two trusts: The com- 
plex and lengthy 812e(1) (f) trust, the 
so-called “power of appointment trust”; 
or the relatively short and simple Sec. 
812e(1) (a) trust, the so-called estate 
trust. All that need be done to have an 
estate trust qualify is to make sure that 
everything reaches the wife during her 
lifetime or reaches her estate when she 
dies. The income during her lifetime 
may be paid out to her or accumulated, 
in the discretion of the trustee, so long 
as the corpus and the accumulated in- 
come are, at her death, paid over. to 
her estate. 


Thus, under the relatively simple es- 
tate trust, you qualify for the marital 
deduction and at the same time preserve 
all of the flexibility desirable in meet- 


5See 92 TRUSTS AND ESTATES 95-6. 
*Cooper, Marital Deduction Choice, 91 T&E 140. 





ing the variable needs of the benefici- 
ary — and incidentally provide the 
opportunity for income tax savings as 
to the earnings from general property 
to the extent that the income is not 
distributed. 


On the other hand, Professor Smith 
believes insurance can be qualified for 
the marital deduction only by comply- 
ing with the provisions of 81.47a(d), 
which sets forth the requirements where 
the proceeds are left with the insurer; 
or by paying the proceeds to a trust 
which has been qualified under 81.47a- 
(c). Even though we accept this nar- 
rower view, there would still be sub- 
stantial advantage in using the trust 
designation: 


1. Almost all insurers will refuse to 
grant the surviving spouse a power of 
appointment by will.” Not all companies 
will even permit an inter-vivos power to 
appoint to the estate. Such powers are 
common, however, in trust instruments, 
and no difficulty would be encountered, 
in arranging whatever type of power 
was suitable to the circumstances at 
hand, thus permitting additional flexi- 
bility under the trust. For example, in 
a trust the wife’s power to invade the 
corpus during her life could be limited, 
or the trustee given power to give her 
corpus in its discretion, provided the 
wife could appoint the entire corpus 
by will. Since power to appoint by 
will is in itself sufficient to qualify the 
interest as deductible, the settlor can 

7Eugene Thore: The Revenue Act of 1948 and its 


Application to Life Insurance and Annuity Con- 
tracts. 


Estate settlement problems 
Beneficiaries 


Real Estate Holdings 


in Rhode Island? 


Financial Interests 
Estate Creditors 


Call on New England’s oldest trust company for competent, 
cooperative assistance with any fiduciary matter. 


i, 
Hospitat Trust ComPANY 


HEAD OFFICE I§$ WESTMINSTER ST., PROVIDENCE If, R. I. 











thereby preclude extravagant dissipa- 
tion of the funds by the surviving 
spouse during her life, the hazards of 
loss through unfortunate remarriage, 
etc. 





2. During lifetime, the proportion. 
ate distribution of property could be 
adjusted in such a manner as to qualify 
for the desired amount of the marital 
deduction. A revocable insurance trust 
could be so drafted as to insure allow- 
ance of the marital deduction with re- 
spect to the insurance proceeds, thereby 











providing a readily flexible device for f 
shifting about the amount of the mari-f 






tal deduction in accordance with the 
fluctuations in the economic status of 
the individuals and with changes in 
the tax laws. 








For example, it may be determined 
now what amount of the marital deduc- 
tion can be most efficiently utilized, and 
policies for that amount may be placed 
in trust. If the wife should later inherit 
property which would make it advisable 










to reduce the amount of property quali- f 
fying for the marital deduction, the f 
amount of insurance necessary to effect f 







the reduction may be withdrawn from 
the trust. Conversely, if 
changes make it advisable to increase 
the amount of the marital deduction, 
all that would be necessary would be 
to place additional policies in the trust. 











Another problem should be carefully 
considered if life insurance is designed 
for qualification for the marital deduc- 
tion, and is payable to the surviving 
spouse. A common disaster offers 
danger of disqualification if the spouse 
does not survive the accident which 
takes the life of the insured. Under 
Sec. 812(e)(1)(D), and Reg. 105: 
81.47a where the order of death cannot 
be established, presumption either ac- 
cording to local statute or in the insur- 
ance policy will satisfy the requirement 
that the surviving spouse survive the 
insured, to the extent that the presump- 
tion gives to the surviving spouse an 
interest includible in her gross estate 
upon her death. Thus, when it is desired 
to qualify for the marital deduction, 
even in event of a common disaster, 
the insurance policy should provide 4 
presumption of survivorship of the 
beneficiary. 

















Considerations as to Investment 
Balance 


Most people during their lifetimes 
violate dangerously the principle of in- 
vestment balance. That is especially 
true of business men, farmers, and pro 
fessional people because almost every 
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dollar of income enjoyed by them flows 
from an equity asset. 


Such people are nearly always under- 
hedged against deflation, because defla- 
tion means decreased earnings for busi- 
ness and farm owners, and it may well 
mean reduced personal earnings to the 
professional man. Actually, they should 
place every spare dollar out of current 
income into fixed-dollar obligations in 
the form of life insurance contracts, 
bonds, etc., to restore a modicum of 
balance to their long-range investment 
programs and to their estate portfolios. 


At death, whatever balance may have 
existed during lifetime usually changes 
drastically. Although continuity of busi- 
ness and farming operations can some- 
times be arranged — and certainly 
should be where possible — such assets, 
especially the business values, are trans- 
lated into dollar values by liquidation, 
sale under purchase-and-sale or surviv- 
orship plans, etc. Personal earnings, a 
superb hedge against inflation during 
lifetime, are extinguished: but they 
may, in wisely designed plans, be also 


of life insurance capitalizing those earn- 
ings.8 

How shall these insurance proceeds 
be best arranged with relation to pre- 
serving investment balance? Use of the 
policy options is usually not an attrac- 
tive possibility. Such a course attaches 
the post mortem investment of the pro- 
ceeds firmly to the dollar, because an 
insurance company can assume dollar 
liability only. While life insurance is 
incomparable as a protective measure 
during lifetime in assuring adequate 
investment balance, its administration 
by the insurer after death cannot pos- 
sibly enjoy the flexibility of investment 
management available in a trust drafted 
with broad investment powers. 


By empowering the trustee to pursue 
a course of balanced investment as to 
all of the assets under his ownership, 
and also with due relationship as to 
such investment balance to any assets 
or income possessed by the beneficiar- 
ies outside of the trust, purchasing 
power can be most effectively assured. 
The desired floor on dollar income 
which must be available in every case 





’‘Wormser emphasizes the value of life insurance 
for establishing a hedge against- inflation in the 
Post mortem estate. He points out that while the 
Purchasing value of the principal may gradually 
decline, the premiums will be paid in gradually 
declining dollars. “Taking out life insurance you 
gamble for the protection of your beneficiaries. 

e only way you can lose that gamble is to live 
longer than you are expected to, and after all most 
of us would not mind losing that bet.” Estate 
Planning in the Face of Inflation. 90 TRUSTS AND 

STATES 376. 


May 1954 


revenue bill (in its current form, Ed.) 
wipes out the income tax exemption as 
to all but the first $500 of annual inter- 
est. If it is logical to eliminate the ex- 
cess exemption, only possible political 
expediency — and that is not of much 
value on this question — can save 
the exemption for smaller amounts. 


can be secured through the trustee’s 
investments in bonds, annuities — and 
where contract provisions or company 
practice do not prohibit® — the exercise 
by the trustee itself of the settlement 
options as to possibly some of the pro- 
ceeds. The power to invest in equities, 
realty and, in some instances, even 
commodities permits the trustee to 
restore some of the inflation hedge 
which existed during the estate owner’s 
lifetime through operation of his busi- 
ness or the expansion of personal earn- 
ings. 


Trustee’s fees are modest, in any 
event. In the light of the benefits of the 
trust here outlined, the trust offers more 
than adequate quid pro quo for the fee, 
and even offers possibly the biggest 
bargain available to the estate owner. 


What about the guarantee of princi- 
pal and interest returns assured under 
the options? A good corporate fiduci- 
ary can invest and get just as good a 
return as the insurance company can 
guarantee; and if given sufficiently 
broad powers to adhere to the principle 
of investment balance, he can do better 
currently. If, relative to the life insur- 
ance company, the trust investment’s 
safety is considered comparative only, 
exposure to reduction of principal by 
second-round taxation in the case of 
the insurarice options, referred to earl- 
ier, is in itself an infinitely greater 
threat to the maintenance of principal. 

No rules are here prescribed for so- 
lution of any particular estate planning 
problem. Even though other methods of 
disposition be adopted in a particular 
case, it is my conviction that they 
should be agreed upon only after care- 
ful attention to and consideration of 
these principles. The only dependable 
rule in estate planning is “it all de- 
pends. .. .” 


Illusory Income Tax Advantage 


The so-called income tax advantage 
of installment options I do not consider 
of significant value. The sacrifice of 
liquidity, flexibility, investment balance, 
and maintenance of income is an extrav- 
agant price to pay for a few dollars of 
income tax savings — if, indeed, there 
be any actual savings. The discretion 
of the trustee to “spray” income from 
one or more trusts among all benefici- 
aries will provide reasonable income 
tax savings possibilities. 


Robert Lawthers, previously quoted, 
stated back in 1951 or so that “in five 
years the tax advantages of options will 
no longer exist. They don’t make sense 
internally. When something is incon- 
sistent internally, something has to give. 
The tax advantages in my opinion 
aren't worth anything because they 
aren’t going to exist.” The pending 


®See 82 TRUSTS AND ESTATES 577; First Trust Co. 
v. Northwestern Mutual Life Ins. Co., 204 Minn. 
244, 283 N.W. 236 (1939). 


RIGGS 


NATIONAL BANK 


of WASHINGTON, D. C. 









LARGEST FINANCIAL 





FOUNDED 1836 


COMPLETE BANKING 
and TRUST SERVICE 






INSTITUTION IN THE 






NATION'S CAPITAL 


Member Federal Deposit Insurance Corporation * Member Federal Reserve System 


453 








Indiana Trust Conference Held 


The annual trust conference spon- 
sored by the Indiana Bankers Associa- 
tion was held in Gary on April 26-27, 
under the chairmanship of B.B. Clark, 
vice president and trust officer of Gary 
National Bank. Following the official 
greetings, Arthur J. O’Hara, vice presi- 
dent of The Northern Trust Co. of 
Chicago, discussed current trust invest- 
ment problems. 


The afternoon session of the first day 
was devoted to an analysis of the new 
Probate Code which went into effect in 
Indiana last year. Participants in the 
discussion were Earl G. Schwalm, vice 
president and trust officer of Lincoln 
National Bank & Trust Co., Fort Wayne; 
Russell G. Isenbarger, president, Mer- 
chants Trust Co., Muncie; Fred E. 
Shick, vice president and trust officer, 
Indiana National Bank, Indianapolis; 
and Robert E. Richardson, Gary attor- 
ney. 

On the following morning, Russell I. 
Hess, vice president of Merchants Na- 
tional Bank, Cedar Rapids, gave sugges- 
tions, as a former revenue agent, on 
Federal estate and gift taxes (see Dec. 
53 T.&E., p. 967). Then William T. 
Fitzgerald, of Evansville, president of 
the Indiana Bar Association, spoke on 
the relationship of the lawyer and the 
trust officer. At the luncheon closing the 
conference, John L. Chapman, vice 
president of City National Bank & Trust 
Co. of Chicago, described a modern 
approach to trust selling. 


Assuming a good product or service, 
there are four basic factors in develop- 
ing relations with our publics, Mr. Chap- 
man said. They are (1) A good physical 
layout within the department; (2) 
Modern, efficient and adequate equip- 
ment; (3) Good leadership and a well- 
trained staff; and (4) A definite Public 
Relations Policy. “People like to do 
business where it’s pleasant to do busi- 
ness.” 


Building on a good general back- 
ground, the trust new business man 
must appeal to the prospect’s basic hu- 
man desires . . . sell him satisfactions 
. . . the speaker said. “We all want food, 
to be loved by some people, and gen- 
erally to be approved of. Most of us 
are interested in money — at least in 
what money can do for us. We hunger 
for praise, prestige and advancement. 
Most of us like a little ease, comfort, 
leisure and entertainment . . . good 
health, peace of mind, and a certain 
degree of success.” It is adviseable to 
study the prospect’s desires and fears, 
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he said, and determine which of the 
former you can satisfy, which of the 
latter remove. 


Mr. Chapman also discussed the 
principles of selling trust service, which 
he listed as: 1) Know your business. 
2) Believe in what you sell. 3) Hard 
work. 4) Don’t sell ‘Blue Sky’. (Sell 
the satisfactions that a good estate plan- 
ning job will bring to the prospect and 
his family). 5) Approach selling from 
the customer’s point of view. (Give the 
prospect all the information he needs 
to make an intelligent decision). 6) 
Don’t hesitate to use all the aid you 
need to complete the sale. 7) Know the 
prospect’s objections and the best an- 
swers to them. 8) Don’t be afraid to 
ask for the business. 9) Take advantage 
of visual and other aids. 10) Be a crea- 
tive salesman. Do the kind of job you 
would want if you were in the pros- 
pect’s place. Competition with other 
banks is healthy, Mr. Chapman said. 
The real sales obstacle is ignorance. 


A A A 


Launches School Program 
on Banking 


A comprehensive banker-teacher-stu- 
dent program designed to give young 
people an appreciation of the import- 
ance of money and banking in our 
American economy and in their own 
personal financial planning has been 
successfully launched by First National 
Bank of Minneapolis in some 55 schools 
in the city and suburbs. The program 
is the outgrowth of two years surveys 
among 1,600 students, consultation with 
classroom teachers and education spe- 
cialists, and an extensive review of all 
banking instructional aids currently 
available. Nearly two years were spent 
on research and planning. Financial in- 
stitutions in other cities have shown 
interest in the program, which First 
National of Minneapolis plans to make 
available at modest cost to banks in 
other cities. 


Unless certain popular misconcep- 
tions about banks and banking are cor- 
rected, Lyman E. Wakefield, Jr., First 
National vice president, said, bankers 
may be headed for a difficult public 
relations task in years ahead. “From the 
very start, we felt that if we were going 
to tell our banking story to students 
we would have to make available to 
the schools work materials which teach- 
ers themselves had helped develop.” 
Contact was made with school admini- 
strators in Minneapolis and suburbs to 
help develop at every grade level a 
tentative outline and working procedure. 


Provident Trust Holds 
Correspondent Conference 


More than three hundred correspond. 
ent bankers attended the conference 
conducted on April 21st by the Provi- 
dent Trust Co. of Philadelphia, which 
had for its theme the maintenance of 
profit margins in a period of business 
adjustment. The commercial section 
heard from officers specializing in vari- 
ous functions how to enlarge the vol- 
ume and productivity of overall opera- 
tions, including loans and consumer 
credit. 


A separate section for the visiting 
trust officers was headed by C. Barton 
Brewster, vice president, which covered 
such essentials as larger commissions, 
estate planning as a business builder, 
effects of the projected tax revision bill 
now before Congress, and trust invest- 
ment. These subjects were discussed by 
Messrs. Louis W. Van Meter, Francis 
C. Trimble, John E. Williams and Wil- 


liam G. Foulke, respectively. 


Following Luncheon, the afternoon 
session featured a panel discussion by 
members of Provident’s Board of Di- 
rectors, with William R. K. Mitchell 
as moderator, including David C. 
Bevan, vice president of finance, Penn- 
sylvania Railroad; H. Chandlee Turner, 
Jr., president, Turner Construction Co.; 
Richard T. Nalle, president, The Mid- 
vale Company; and Albert S. Corson, 
vice president of finance and accounting, 


Philadelphia Electric Co. 


Another afternoon feature was a talk 
by Dr. Earl L. Butz, head of the Depart- 
ment of Agricultural Economics at Pur- 
due University, on “Horizons Beyond 
the Line Fence,” in the form of a lively 
discussion of the economics of our time. 


The afternoon session was followed 
by a reception, dinner and entertain- 
ment. An added feature this year was 
a river tour on the following morning 
of the Greater Philadelphia Port Area 
to acquaint the bankers with the many 
changes that have occurred there in the 
past few years. 


A A A 


Collegians Tour Bank 


Twenty-six students from the College 
of Southern Utah this year toured Citi- 
zens National Trust & Savings Bank, 
Los Angeles, observing the actual per- 
formance of functions they had previ- 
ously studied in class. The tour was 
part of a regular program of student 
visitation to businesses which is com 
ducted annually by the College. 
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ALLIS-CHALMERS 





Reports on 1953 


1953 

Sales and Other Income.................. $516,574,615 
rs. Shino ord g antic Dieets os maueeon 29,807,177 
IN iin nk Fi eee Sea eR SNS s oe hcc ene 21,943,569 
Per Share of Common Stock.................; 6.58 
Dividends Paid to Owners of Common Stock. . 12,403,690 
PRS 6 snewkhiwedide bank bacwee heen Roda 4.00 
Shares of Outstanding Common Stock......... 3,267,209 
Earnings Retained for Use in the Business... ... 9,088,998 
PRE OE I ais oa ass sisi sinc cccccenees 36,697 
WHOS GG TINE... nn ce cc cese creases 155,761,969 
Cwmers of Compan: Stack ... on. cc ccccicvcccccccs 33,029 
Book Value per Share of Common Stock.......... 65.59 
Capital Invested in the Business.............226,354,685 
WI « aasen tence esaguntenneen’ 207,958,585 
Be Sahih nv dtincsatetdktrabeadaael 401,503,323 


1952 


$516,116,741 
50,001,972 
24,457,855 
7.98 
11,181,923 
4.00 
2,955,339 
12,398,072 
37,027 
147,331,381 
29,989 
63.22 
204,338,216 
201,571,861 
359,497,576 


DISTRIBUTION OF 1953 INCOME 


) Q = 


59.83% 30.15% 5.77% 
Material and _Payrolis All Taxes 
operating expenses 
SJ ay 
2.49% 1.76% 
Dividends paid Earnings 
to share owners retained 


—prepares for the opportunities of 1954 


An old proverb goes, “There is a time to fish and there is a time to mend 
nets.” In our thinking, 1954 shapes up as a time to do both. We expect the 
customer to more carefully exercise his prerogative of choice between prod- 
ucts and services offered—and that competition for his favors will be keen. 
However, through aggressive-competent selling and equally aggressive- 
competent product development and improvement programs, we feel we 
can develop interesting results for this year and continue to build a sound 


foundation for the years ahead. 


For copies of the Annual Report 
write Allis-Chalmers, 

Shareholder Relations Dept., 

Box 512, Milwaukee 1, Wisconsin. 
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CHIEF PRODUCTS 


WE Naber. 


PRESIDENT 


=" \ —_ ALLIS-CHALMERS 


TRACTOR DIVISION: Farm Tractors, Implements, Harvesters, Crawler Tractors, Motor Graders, Motor 


Scrapers and Motor Wagons. 


GENERAL MACHINERY DIVISION: Steam, Hydraulic, Marine and Gas Turbines; Electric Generators, 
Motors, Controls, Steam Condensers, Transformers, Switchgear, Regulators, Pumps, Blowers, Crushers, Cement 


Kilns, Mining and Processing Machinery. 


BUDA DIVISION: Fork Lift Trucks; Towing Tractors; Diesel, Natural Gas, Butane and Gasoline Engines; 
Earth Boring Machines; Railroad Supplies, Jacks. 


PLANTS: West Allis, Wis.; Springfield, Ill.; Harvey, Ill.; La Crosse, Wis.; Terre Haute, Ind.; Cedar Rapids, 
lowa; Norwood, Ohio; La Porte, Ind.; Pittsburgh, Pa.; Boston, Mass.; Gadsden, Ala.; Oxnard, Calif.; 


Foreign: Essendine, England; Lachine, Quebec and St. Thomas, Ontario. 





To Have or Have Not 


Factors in Establishing and Maintaining a Trust Department 


ALBERT JOURNEAY 


Vice President, The Purse Company, Chattanooga, Tennessee 


N GETTING BACKGROUND MATERIAL | 
I contacted many trustmen whose 
opinions I respect, including bank ex- 
aminers and top executives in large 
metropolitan trust institutions. It was 
their firm conviction that banks in small 
and medium sized cities should stay 
far away from trust business. 


I do not agree with this more-or-less 
blanket indictment. However, I do 
recognize the reasons for it. First — 
many small trust departments have 
been of minor importance and repre- 
sent little more than the part time effort 
of one of the officers. Many of these 
trust departments have age on their 
shoulders — some of them are 30 or 
40 years old. But they are not going 
anywhere nor will they progress until 
radical changes are made. 


The larger banks have witnessed this 
haphazard lack of development in a 
great many such departments. Natur- 
ally, they assume that history will re- 
peat itself. Naturally, they advise other 
banks to stick to banking. 


New Conditions 


But, today we have a new set of 
conditions. I believe the larger banks 
recognize this and will be less likely 
to discourage their correspondents. I 
hope this is so for I believe that a 
number of fine institutions, capable of 
bringing excellent trust service to their 
communities have been discouraged 
from so doing, both by the restraining 
advice of their metropolitan correspond- 
ents and by the examples of other banks. 


As a case in point, one of the better 
banks in Missouri contemplated modern- 
izing its Trust Department. The Presi- 
dent went so far as to ask my assistance 
in locating a capable trustman to take 
over the management. Then, he went 
East to discuss his plans with the bank’s 
correspondent. He was so discouraged 
that he promptly abandoned them and 
allowed the department to rock along 

Excerpts from discussion before the Bank Man- 
agement Conference, jointly sponsored by Missouri 
Bankers Association, University of Missouri and 


State Department of Finance, at Columbia, Mo., 
Feb. 10, 1954. 
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in its previous “horse and buggy” 
manner. 


I asked an officer of this large bank 
why they had discouraged this venture. 
He replied that, doubtless, it had been 
because of a belief that the same amount 
of money invested in developing the 
banking services would have earned a 
far greater return. Probably that is true. 
But would it have produced as great 
a benefit to the people of the commun- 
ity? Perhaps the bank could better 
have taken both steps. 


Questions to be Answered 


The questions which must be satis- 
factorily answered in considering the 
opening of a trust department have been 
admirably presented in Gilbert Stephen- 
son’s Trust Study No. 3, published by 
the Trust Division of the American 
Banker’s Association. In the main they 
are: 

(1) A check of the market to deter- 
mine whether there is a need for 
more trust service, and, if so, whether 


there is sufficient potential business 
to support it. 

(2) Is the intended trust officer 
equipped for the job? 

(3) Is a competent trust invest- 
ment committee available? 

(4) Is 
available? 

(5) Is the Board of Directors en- 
thusiastically behind the _ establish- 
ment of the department and will they 
support it? 


(6) Will the chief executive officer 
give the department his full support? 


competent legal counsel 


William H. Vernon, vice president of 
the American National Bank of Hutch- 
inson, Kansas, who entered trust work 
following distinguished service as a 
naval officer, gave me these comments 
based on experience as head of a new 
trust department in a bank with which 
he was formerly associated: 

“The first factor is whether it can 


be established to the satisfaction of 
the supervisory authorities. 


“A positive need for trust services 
must exist. A complete survey of the 
court records having jurisdiction over 


estates should be made to determine 
the potential estate business. 


“If it is determined that there js 
the need, then the question of whether 
or not the services of a corporate 
fiduciary are already available should 
be considered. 


“How existing Trust Departments 
are handling trust business is im. 
portant. If there is a strong need for 
corporate trust services, which are 
not being properly serviced, that there 
will be some competition should not 
discourage the opening of a new de- 
partment. 


“The nature of the wealth in the 
community and its trade territory 
should be analyzed, particularly 
whether it is agricultural or indus- 
trial. If agricultural, the Board must 
decide how it would handle farm 
management. Farming operations, 
especially livestock, cannot be man- 
aged from behind the desk in a Bank. 


“The Bank must consider what it 
will do in the case of business man- 
agement. Will it liquidate, or will it 
continue to operate if the best inter- 
ests of the estate appear to justify 
it. 

“IT do not believe that a qualified 
trustman can do justice to his bank, 
the estate he handles or himself, if 
he is required to manage trust busi- 
ness as a sideline. 


“The Board should ask its members 
whether they are willing to name the 
bank. If they won’t, in the absence 
of unusual circumstances, it is 4 
strong indication they feel corporate 
trust services are fine for someone 
else, but not for them. 


“The Board must be willing to hire 
a man to head the department who 
is fully qualified to make up a part 
of the estate-planning team. Merely 
getting the prospect to state that he 
will see his attorney and taxman 
won’t get the job done. The trustman 
has to be the spear-head.” 


Profit Prospects 


Those who hold that small and me: 
dium sized banks should stay away 
from trust business. advance _ three 
major reasons: (1) It will be unprofit 
able; (2) the average bank will not be 
equipped to give adequate service; and 
(3) the bank, through inexperience, 
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may find itself faced with a surcharge 
suit. Let us examine these. 


If the first requisite — a good market 
for trust services — is present a trust 
department should earn reasonable 
profits, The records of many such trust 
departments offer positive proof that it 
can be done. 


In most cases there will be a “wait- 
ing” period before these profits develop. 
How long this will be will depend on 
whether there is immediate fee business 
available — how rapidly the bank 
builds up its will file. For example, 
when the First National of Kansas City 
entered the field, its trust department 
grew with such rapidity that in a rea- 
sonably few years, its trust assets ex- 
ceeded its banking assets. Most smaller 
banks do not have a comparable reser- 
voir of potential business to draw on, 
especially where they are largely de- 
pendent on revenue from acting as 
executor and trustee. However, I have 
seen departments in small banks, such 
as the National Manufacturers in Nee- 
nah, Wis. and the bank whose depart- 
ment Mr. Vernon headed, get out of the 
red rapidly as the result of immediate 
fee business placed by the directors and 
others with a need for such service. 
Generally speaking, though, most banks 
should plan on a waiting period of 
from 5 to 10 years. 


One of the best examples of how a 
progressive trust Department grows is 
found in the record of the American 
National Bank & Trust Company of 
Chattanooga. In 1912 this was a small 
bank in a relatively small city. Its trust 
set-up met all the requirements we have 
been discussing. The growth of its trust 
assets speaks for itself: 


1912 — $ 10,383 
1922— 2,720,964 
1932 — 12,372,936 
1942 — 27,972,082 


Today — 80,000,000 


At about the same time (1912), The 
Southern Trust Company was organized 
in Clarksville, Tennessee. In effect, it 
was the trust department of The First 
National Bank, whose slogan is “An 
Qld Fashioned Country Bank.” It has 
had no such growth as the American, 
but its President, W. C. Bailey, former 
President’ of the ABA, writes me that, 
while earnings have been modest, it has 
been able to pay dividends each year. 
Of equal importance, over nearly a half 
century, it has been exceedingly bene- 
ficial to the community in providing 
Protection for estates and in carrying 
out the large number of trusts placed 


May 1954 


with it. Mr. Bailey says “we believe that 
the outstanding feature has been the 
ability to manage and conserve prop- 
erty, much of which would have been 
dissipated.” 


One important point that should be 
considered in connection with the po- 
tential growth and earnings of a trust 
department is that the market for trust 
service has increased tremendously. 
Studies in certain areas indicate that 
the probate market has more than 
doubled. Along with it, too, has come 
broader use of many of the trust insti- 
tution’s present services together with 


several others of great promise, such as 
that proposed in the Jenkins-Keogh Bill. 
There is also a broad field of “accumu- 
lative” type of trusts just casting its 
shadow before it. 


Quality of Service 


The reasoning that the average bank 
will not be equipped to give adequate 
trust service is partially true. Most of 
them are not set up to handle corporate 
trust business and only a_ reasonable 
number are sufficiently versed in pen- 
sion and profit sharing trusts to accept 
them with confidence. Mr. Bailey, speak- 
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When Carnegie 
Institution first 
eyed Mt. Wilson 


When Carnegie Institution 
astronomers placed their first 
telescope atop Mt. Wilson— 
in1904—this Bank was already 
conducting a Trust service for 
Southern Californians. 
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ing for country banks, comments that 
“a small organization cannot have the 
necessary staff to assume the responsi- 
bility of managing large trust funds.” 
But many of our smaller trust institu- 
tions can do an equally good job for 
the average estate — and most estates 
are average. This is especially true if 
the estate contains local assets and the 
beneficiaries reside in the community 
in which the bank is located. If the trust 
officer is skilled and experienced, and 
the trust committee alert, the results 
should be equally satisfactory. 


The two questions that would con- 
cern most of us would be (1) how would 


my wife and children be treated?, and 
(2) how would the investments be 
handled? The small institution has ad- 
vantages on the first question. On the 
second, there is no law that says the 
trust institution cannot employ the ser- 
vices of outside expert advice, though 
it cannot delegate its responsibilities 
for decisions. Many of these institutions 
do supplement their own abilities by 
such outside advice in the fields of in- 
vestment, taxation, law and accounting 
with excellent results. 


Surcharges 


Most surcharge suits that have come 
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BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 
range of facilities. Active in trust administration 
for over 65 years, it offers many services including: 


® Testamentary Trust 
® Living Trust 

® Pension Trust 

®@ Investment Counsel 
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® Ancillary Administration 


® Title Guarantee Policies 
® Escrow 

® Registrar 

® Transfer Agent 

®@ Land Trusts 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 


Chicago Title 
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to my attention have been against the 
larger institutions. My impression is 
that the majority have been successfully 
defended. Also, I have never heard of 
any bank, large or small, having been 
closed because of a mistake in handling 
its trust business. I believe the danger 
from this angle is possibly overempha- 
sized, especially if the bank’s counsel 
is competent. 


The vast majority of trust prospects 
remain uncultivated. In a unit bank 
state, the problem of cultivating them 
lies largely with the local institutions 
for, at least so far, the majority of the 
people do not seek trust service away 
from their domicile. 


Since trust business is depression- 
proof; since its market is broad and 
constant; since the advantages offered 
by the corporate fiduciary are clear cut 
— there is every reason to believe that 
the next decade will find well-managed 
trust institutions taking their proper 
place in the sun. 


A A A 


Connecticut Trust Course 


The 8th annual Short Trust Course 
sponsored jointly by the Connecticut 
Bankers Association, the State Banking 
Department, and the University of Con- 
necticut will be held May 23-25 on the 
University Campus at Storrs. This year 
the concentration will be on the prac- 
tical legal aspects of trust and estate 
work. Trustmen, atttorneys and profes- 
sors are all well represented on the 
faculty. Details are available from 
Richard Rapport, executive manager, 
Connecticut Bankers Association, 36 


Pearl St., Hartford. 








President Oscar T. “Pat” Beatie inspects 
vault door, weighing nearly 40,000 pounds, 
delivered to The Farmers and Merchants 
National Bank of Los Angeles, February 
llth, to be placed in the largest privately: 
owned vault in the West, part of the bank’s 
$750,000 building and modernization pro 
gram. A similar door, one third as thick, 
withstood the atomic bombing of Hiroshima. 
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STANDARD OIL onpaxa 


and Subsidiaries 


Assets Now Top $2 Billion...Sales at All-Time High... 


Earnings Increased... Expansion Continued 


Total assets of Standard Oil Company (Indiana) and its sub- 
sidiary companies passed the $2 billion mark during 1953. The 
second billion of our assets was built up in less than seven years, 
compared with 57 years required to build up the first billion, 
Product sales for the year reached an all-time high. The volume 
of product sales was up 6 per cent and earnings rose 4 per cent 
over 1952. Gains also were registered in production of crude oil 
and natural gas liquids, refinery crude runs, and pipeline traffic. 
Our vigorous postwar expansion program continued, with capital 
expenditures for the year again exceeding $200 million to main- 
tain and improve our competitive position. Such expenditures 
are expected to be even greater in 1954 and 1955, totaling about 
half a billion dollars for the two-year period. Some other high- 
lights of the year: Construction started on our refinery at 
Mandan, North Dakota; three new.research laboratories were 
completed; three new Ultraforming units—a development of 
Standard Oil’s laboratories—were started and two more were 
planned. More new and improved products were introduced by 
our company in 1953 than in any other year since World War II. 


TOTAL ASSETS at the end of 1953 were $2,036,101,000 compared 
with $1,963,877,000 for 1952. 


SALES IN 1953 TOTALED $1,665,000,000 compared with 
$1,550,000,000 in 1952, highest previous year. Both in total vol- 
ume and in dollar value our sales were greater than ever before. 
The volume gain in 1953 of 6 per cent was slightly higher than 
the average for the domestic industry. 


NET EARNINGS FOR 1953 WERE $124,830,000 or $8.11 per 
share. This compares with $119,980,000 or $7.81 per share in 1952. 
Our 1953 tax bill was $94,729,000 which was $2,052,000 more than 
in 1952. Taxes in 1953 were equivalent to $6.16 per share. In 
addition, we collected from customers $255 million in taxes for 
local, state and federal governments. 


DIVIDENDS of $3.86 per share were paid in 1953; of this, $2.50 
was the regular cash dividend and the balance was the value of a 
special dividend in Standard Oil Company (New Jersey) stock. 
Dividends were paid in 1953 for the 60th consecutive year. The 
year’s reinvestment of profits increased the stockholders’ equity 
from $88.33 per share at the end of 1952 to $93.39 per share on 
December 31, 1953. 


CAPITAL EXPENDITURES were $209,157,000 compared with 
$204,293,000 in 1952. Our expansion and modernization pro- 
gram in 1954 and 1955 calls for capital expenditures of about 
half a billion dollars. About half of this amount will go into de- 
velopment of new crude oil production and reserves. A further 
increase in domestic demand for oil products is expected. 


EMPLOYEES AT THE END OF 1953 numbered 50,870. Our em- 
ployees received a 4 per cent general pay increase during the year. 


STOCKHOLDERS NUMBERED 117,800 at the end of 1953. About 
half of our employees are stockholders. The largest stockholding 
by an individual is less than 1% of our total stock; the largest 
holding of any institution is less than 4%. 


This record of progress reflects our improved ability to serve our customers and demonstrates the splendid support and cooperation of our employees. 





CONSOLIDATED STATEMENT OF INCOME 
ond Earnings Retained and Invested in the Business for the Years 1953 and 1952 


1953 1952 
Sales and operating revenues............. $1,709,510,619 $1,592,122,143 
Dividends, interest, and other income..... 19,893,235 24,772,976 
oe $1,729,403,854 $1,616,895,119 
DEDUCT: 
Materials used, salaries and wages, oper- 
ating and general expenses other than 
those shown below.................. $1,380,053,147 $1,294,419,369 
Depreciation, depletion, and amortization 
of properties— 
Depreciation, and amortization of 
emergency facilities............... 66,417,432 58,031,915 
Depletion, amortization of drilling and 
development costs, and loss on retire- 
ments and abandonments.......... 46,979,844 37,702,958 
Federal income and excess profits taxes. . 53,055,000 52,551,000 
Other taxes (exclusive of taxes amounting 
to $254,523,000 in 1953 and $236,815,000 
in 1952 collected from customers for 
government agencies)................ 41,674,330 40,125,708 
ee EET CREE CCRT Te 11,002,150 8,671,862 
Minority stockholders’ interest in net 
earnings of subsidiaries.............. 5,395,554 5,410,869 
Total deductions........... $1,604,577,457 $1,496,913,681 
I 6 orn k aed 516d ohare wane ae $ 124,826,397 $ 119,981,438 
Dividends paid by Standard Oil Company 
(Indiana)— ‘ ; 
Regular dividends paid wholly in cash— 
2.50 per share..... SEE PO Tae $ 38,301,964 $ 38,368,232 
Special dividends paid in capital stock of 
Standard Oil Company (New Jersey)— 
276,939 shares in 1953 and 278,246 
shares = 1952 st average carrying value 
—together with eq zin; y- 
ments in lieu of fractional Shonen. ar- 
ket values on dates of distribution were 
equivalent to $1.3637 in 1953 and 
$1.5187 in 1952 per share on Standard 
Oil Company (Indiana) stock....... os 8,317,523 8,502,709 
Total dividends paid....... $ 46,619,487 $ 46,870,941 
Balance of earnings retained............. - $ 78,206,910 $ 73,110,497 
arnings retained and invested in the busi- 
ness at beginning of year............... 854,833,205 773,259,988 
Prior years’ reserve no longer required for 
IN Sos c <a aries hv nen woes — 8,462,720 
Earnings retained and invested in the busi- 
eer $ 933,040,115 $ 854,833,205 





Copies of the 1953 Annual Report are available on request as long as the supply 
lasts. Write Standard Oil Company, 910 S. Michigan Ave., Chicago 80, Illinois. 


THE STORY IN FIGURES 





1953 1952 1951 
FINANCIAL 
Total income... . .2.... $1,729,000,000 $1,617,000,000 $1,559,000,000 
Not GRTRIRGS..... .5s006% 124,830,000 119,980,000 148,700,000 
Net earnings per share. . $8.11 $7.81 $9.71 
Dividends paid......... $ 46,620,000 $ 46,870,000 $ 45,000,000 
Dividends paid per share $3.864* $4.019* $3.954* 


Earnings retained in the 

WN io aacs ope ones $ 78,210,000 $ 73,110,000 $ 103,700,000 
Capital expenditures.... $ 209,200,000 $ 204,300,000 $ 183,100,000 
Net worth, at the year 


Se ere $1,437,000,000 $1,357,000,000 $1,272,000,000 
Book value per share, at 
the year end......... $93.39 $88.33 $83.00 
PRODUCTION 


Crude oil and natural gas 
liquids produced, net, 
EES 97,300,000 95,210,000 

Oil wells owned, net, at 
the year end......... 9,442 9,194 9,043 

Gas wells owned, net, at 
the year end......... 1,522 1,307 1,106 


97,860,000 


MANUFACTURING 


Crude oil run at refineries, 
RE Ar: 
Crude running capacity, 
at year end, barrels 
eee ree 


204,800,000 185,300,000 187,600,000 


612,800 569,000 548,000 


MARKETING 


Total sales in dollars.... $1,665,000,000 $1,550,000,000 $1,499,000,000 
Bulk plants operated, at 


the year end......... 4,526 4,539 4,528 
Retail outlets served, at 
the year end......... 30,900 31,040 31,130 


TRANSPORTATION 


Pipelines owned, at the 


year end, miles....... 17,540 16,740 16,180 
Pipeline traffic, million 
GPU GEES... cnic coe 142,500 138,900 142,000 


Tanker and barge traffic, 


million barrel miles. . . 101,100 97,850 99,510 
PEOPLE 
Stockholders, at the year 
we cl a ae 117,800 117,600 116,800 
Employees, at the year 
SNA aa os oe nen 50,870 51,440 49,740 


*Including $1.364 in 1953, $1.519 in 1952, and $1.704 in 1951, as the 
market value of the dividends in capital stock of Standard OA Com- 
pany (New Jersey) on the respective dates of distribution. 















































VER THE PAST TWO DECADES Con- 
ference Groups representing lawyers 
on the one hand and trustmen, account- 
ants and life underwriters on the other 
have been established in almost every 
state of the Union and most of the large 
cities. In this effort Philadelphia was 
one of the pioneer cities and a treaty 
was entered into between the Bar Asso- 
ciation and the Fiduciaries Association 
years before any attempt was made to 
draw an agreement on a national level. 
In 1938 a Declaration of Principles be- 
came effective which has served as a 
guidepost for lawyers and trustmen in 
their relations one with the other ever 
since. This Declaration established a 
Conference Committee of three repre- 
sentatives of the Bar and three of the 
Corporate Fiduciaries Associations. 


It is interesting to note that, although 
numerous complaints through the years 
have been submitted to that Committee 
of which I have the honor to be Chair- 
man, its decisions have been unanimous. 

Your consideration of opening mem- 
bership to lawyers and certified public 
accountants is all to the good. . . An 
estate plan, if it is to be a good one, 
demands the expert service and advice 
based upon the experience and test of 
the best knowledge and opinion, to say 
nothing of draftsmanship, which can 
be obtained through the combined ser- 
vices of a life underwriter, a trust off- 
cer and a lawyer. In many complicated 
estate plan situations it is also desirable 
to have a certified public accountant but 
from the point of view of the first three, 
the trust officer, the life underwriter 
and the lawyer, the sooner they get to- 
gether in one room and consider the 
estate plan together, the better the job 
will be done. 

Assume for instance that Mr. and 


Mrs. Gold* are having their first inter- 
view with a competent life underwriter 





From address before Philadelphia Life Insurance 
and Trust Council, March 25, 1954. 


*Characters in problem formulated by Professor 
A. James Casner as required study for second 
year law students at Harvard. 
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WHY “ESTATE PLANNING” COUNCIL? 


Broadened Membership Conducive to Closer Collaboration 


in Public Interest 


DAVID F. MAXWELL 


Edmunds, Obermayer & Rebmann, Philadelphia 





or trust officer. Of course, the trust 
officer is convinced that it is in Mr. and 
Mrs. Gold’s best interests to establish 
trusts inter vivos and under their wills 
and to employ his trust company as fi- 
duciary. The life underwriter is likewise 
convinced that Mr. and Mrs. Gold should 
have more and bigger policies of life 
insurance. They are not so naive, how- 
ever, as to suggest either of these possi- 
bilities in the first instance. On the con- 
trary they painstakingly elicit all of 
the facts relating to Mr. and Mrs. Gold, 
including the natural objects of their 
bounty, the nature and extent of their 
property, and a detailed financial state- 
ment showing their assets and liabilities. 
Armed with this information they are 
prepared to make recommendations. 


Time to Consult Counsel 


This is where either Mr. Trust Officer 
or Mr. Life Underwriter should seek 
Mr. and Mrs. Gold’s permission to con- 
sult their counsel and in the first in- 
stance it is highly preferable that the 
interview be confined to the trustman 
or the life underwriter and the lawyer. 
This will insure a harmony of action 
between the two professions which will 
automatically instill confidence in the 
clients; otherwise there may be areas 
of disagreement between them which, if 
developed in the presence of the clients, 
may undermine their confidence and 
perhaps defeat the purpose of all. 


In this original conference areas of 
differences can be ironed out and a 
plan can be evolved which will embody 
such recommendations as may be mutu- 
ally agreed upon to be to the clients’ 
interest. Then, a united front can be 
presented to the clients. In this manner 
the lawyer becomes the best salesman 
that either a trust officer or a life under- 
writer could possibly have because he is 
the only party in the triumvirate who 
is in a disinterested position and if he 
himself is sold upon the need of a corpo- 
rate fiduciary and the need for life in- 
surance, it is an easy matter to per- 


suade Mr. and Mrs. Gold. 


















On the other hand if the trust officer 
or life underwriter attempts to spell out 
the recommendations in advance of the 
original conference, there may be some 
features of the plan which do not meet 
with the approval of the attorney. As a 
result the whole effort gets started on 
the wrong foot and either much unne- 
cessary time is wasted or the plan falls 
apart. 













If a lawyer is first consulted by Mr. 
and Mrs. Gold, he in turn should call 


in his fellow experts. 








Of course I am aware that many 
trust officers and life underwriters are 
reluctant to call in a lawyer. They claim 
that lawyers are apt to attempt to switch 
companies or to substitute themselves 
in a fiduciary capacity in the place of 
the trust company, or to place the in- 
surance with their favorite broker in- 
stead of the client’s broker. It takes all 
kinds of people to make a world and so 
there are some lawyers who will not 
conform just as there are certain trust- 
men and life underwriters. 
















Cooperation in the Public Interest 





My feeling is that this type of prac- 
tice can easily be completely eradicated 
by the stamp of disapproval being put 
upon it by all reputable lawyers, trust 
officers and life underwriters. This can 
be best accomplished right within the 
bounds of this organization. Your in- 
clusion of lawyers in this group and 
adoption of the name “Estate Planning 
Council” will provide a forum where 
problems of this kind can be frankly 
discussed and the point of view of all 
three groups better understood, and 
lastly but not least, where the talents 
of the team can be combined in the 
interest of the public. 

















I submit that if a trust officer or 4 
life underwriter approaches a lawyer 
in good faith with an estate plan in the 
client’s best interest, he will have no 
trouble with that lawyer, but if he is 
attempting to sell life insurance for his 
personal gain where life insurance is 
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not indicated, or where he is attempting 
to induce the client to set up a trust in 
an estate, the size of which does not 
justify it, then he cannot expect the co- 
operation of the lawyer who must at all 
times act in his client’s interest. In such 
instances if Mr. and Mrs. Gold are pre- 
vailed upon to accept the legal advice 
given by a life underwriter or trust 
oficer without the benefit of indepen- 
dent counsel, it could very well result in 
a personal financial responsibility to 
those who give it and certainly in dis- 
aster to Mr. and Mrs. Gold’s affairs. 
This entirely unnecessary risk should 
be eliminated. 


Esprit de Corps 


I am fully conscious of the fine work 
done by chartered life underwriters. 
The time is long past when just anybody 
can sell insurance and the efforts which 
have been made in the life insurance 
field to insure proper training and ade- 
quate educational background are most 
comendable. Similarly I am fully appre- 
ciative of the experience and specialized 
knowledge of the average trust officer 
and that the courses which have been 
taken by them have equipped them well 
for their chosen field. But neither the 
experience nor the knowledge can be 
substituted for the kind of direct per- 
sonal and responsible advice which the 
lawyer is required to give to his client 
in planning an estate which includes in 
some instances not only the application 
of legal principles and law but the law- 
yers own knowledge of his client’s 
affairs and family problems. 


I am firmly convinced that with the 
development of cooperative understand- 
ing the community and all concerned 
will benefit. I am hopeful that with the 
extension of membership, the esprit de 
corps now existing among lawyers, life 
underwriters and trust officers through- 
out the country will be still further im- 
proved to the end that the public inter- 
est will best be served. 


& 4d 


Duke Alumni Informed on 
Estate Planning 


A three page article in the April 1954 
Duke University Alumni Register dis- 
cussed “as a service to its readers” the 
subject of Estate Planning. The editors 
said they published the article “(1) to 
Promote an awareness of some of the 
difficulties attendant upon the subject, 
and (2) to emphasize the need for 
Competent and qualified advice when 
Property dispositions are considered.” 
Material for the article was contributed 
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by two professors of the Law School 


,A section devoted to fiduciaries says, 


faculty — Charles L. B. Lowndes and: ‘in part, “There is a growing tendency to 


W. Bryan Bolich. 


There are five questions one should, 
ask when formulating a will, the article- 
states: 1) What property is available © 


for dispositive purposes? 2) Who shall 
the beneficiaries be? 3) What is the 
purpose of each benefaction? 4) When 
shall each gift or bequest come into 
effect? 5) How can the desired pur- 
poses be best effected — by what 
mechanism? Each of these is discussed, 
but more particularly Nos. 1, 4 and 5. 


use the corporate fiduciary, because it 
is a specialist in such business, is per- 
manent, and is generally impartial. In- 


‘dividuals, on the other hand, grow old, 


die, and are seldom specialists in hand- 
ling estates.” Roughly a third of the 
article deals with estate taxation. 


The editors are to be commended for 
their creditable handling in brief com- 
pass of a subject which they themselves 
“be covered in a short 


say cannot 
space.” 





When you need information, advice or 


prompt service on any banking or trust prob- 


lem in New Jersey, why not draw upon the 


broad experience of New Jersey’s oldest bank? 


More and more out-of-state attorneys, 


bankers and underwriters are automatically 


referring their New Jersey trust and estate 


work to National Newark & Essex—the bank 


that has been serving New Jersey residents for 


150 years. 


NATIONAL NEWARK & ESSEX 
Banking Company 
1804 — 150th ANNIVERSARY—1954 
744 Broad Street, Newark 1, New Jersey 


Bloomfield 
Montclair 


Caldwell 
East Orange 


Orange 
South Orange 
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WHITHER FINANCE FORUMS ? 


NANCYE B. STAUB 


Assistant Vice President, Morristown (N. J.) Trust Company 


erage MUCH HAS BEEN WRITTEN 
and said on the subject of finance 
forums, the many inquiries from bank- 
ers the country over, and the variety of 
questions asked, indicate that interest in 
the subject still runs high. These ques- 
tions might be grouped as follows, and 
considered one by one: (1) Are finance 
forums worthwhile from the standpoint 
of new business or public relations? 
(2) What pattern of finance forum has 
been most successful? (3) What type of 
speaker is most effective? (4) Are fi- 
nance forums for women only, or for 
mixed groups preferable? (5) What 
follow-up can be used effectively? 
(6) Where do we go from here? 

While the answers must of necessity 
be matters of opinion, at least the opin- 
ions given here. are the result of experi- 
ence and observations: in speaking on 
trust subjects at forty bank-sponsored 
forums in fourteen states, to an esti- 
mated sixteen thousand people, also talks 
at service clubs, women’s clubs and 
other group meetings. 

My conclusion from this experience 
is that forums have proved to be the 
most effective public relations medium 
yet devised by banks. The hand-picked 
guests have come because they are suff- 
ciently interested to request tickets. At 


forums designed for three or four meet- 
ings, many guests attend every meeting. 
In terms of cost per prospect, cost per 
customer brought in and cost per dollar 
of business secured, the forum ranks 
high as an effective spot for public re- 
lations or advertising budget funds allo- 
cated to the trust department. 


It is commonplace to have people 
bring in trust business immediately 
after attending forums. I recall being 
introduced to a bank director on my 
way to a forum, and selling him on the 
importance of having his estate planned 
and his bank serve as executor and 
trustee. It developed that he desperately 
needed a planning job and the bank got 
a substantial item of trust business. On 
another occasion in a distant state, one 
of the guests insisted that she buy a 
return trip airplane ticket for me to 
spend a week-end at her home and plan 
her estate and her husband’s. I urged 
her to consult her own trust officer, who 
was well qualified to do a planning 
job for her. In another case, at least 
two years after a forum meeting, one 
of the guests wrote for an appointment 
to discuss her affairs. Inquiry disclosed 
that she and other members of her 
family had substantial estates which 
were in need of planning and coordi- 
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nating, and she, too, was referred to 
the trust officer in her own bank. 


Although it is not possible to measure 
in dollars and cents the actual new busi- 
ness secured as a result of finance for- 
ums, what form of advertising or public 
relations activities does produce results 
that can be measured with any degree 
of accuracy? The chief objective of 
finance forums should not be to secure 
immediate business. Finance forums 
provide much needed economic educa- 
tion for our citizens and awaken in 
them the need for self-improvement 
along those lines. In recent years, also, 
banks have followed the lead of indus- 
try in placing emphasis on the value of 
public relations, as evidenced by the 
springing up of public relations schools 
for bankers. The enthusiastic reception 
of finance forums by members of the 
audience, the excellent newspaper, radio 
and television publicity resulting from 
such programs and the commendatory 
editorials published in the local news- 
papers, all indicate that the public rela- 
tions value of forums is widely acknowl- 


edged. 


The selection of speakers is perhaps 
the most important part of the forum 
planning. Whether the speaker is to be 
a local or out of town person, man or 
woman, is secondary to other consider- 
ations. The requisite qualifications are: 
(1) Knowledge of the subject in its 
entirety, (2) The ability to put the sub- 
ject across, (3) Alertness and quickness 
of response, (4) Personality, and (5) 
Ability to speak in public. 


There is little difference between men 
and women speakers, although there 
have been numerous comments indica- 
ting that women feel more at home with 
women speakers and that in the case of 
women audiences a better understanding 
exists between speaker and audience. 


A bank’s own officer personnel should 
be used as speakers only when they 
meet the qualifications of a good speaker. 
If a bank with good public speaking 
talent available for forums has been 
making good use of such persons to 
meet local demands for speakers, the 
local people may have heard them many 
times and it might be more effective to 
have an outside speaker at an extra 
special event, such as a finance forum. 
In the final analysis the speaker who 
will secure best results is the one who 
shows enthusiasm for his subject, 2 


genuine desire to help people, and is 


quick on the trigger in conducting the 


‘question and answer period. 


The most common pattern for finance 
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forums consists of a series of three or 
four meetings, covering different sub- 
jects, spaced a week apart. Some have 
been all day affairs, with morning and 
afternoon sessions and a luncheon for 
the guests. Others have been one-shot 
affairs, taking the form of panel dis- 
cussions, with a series of brief talks by 
panel participants and discussion among 
the participants. All these types have 
been successful where they were well 
planned and subjects and speakers care- 
fully chosen. It is highly desirable, 
to limit audiences so that all questions 
may be covered adequately. 


Banks that have not conducted for- 
ums are wondering whether they should 
do so. Those that have had forums want 
to know whether to have repeat per- 
formances, and how long the practice 
can be profitably continued. Since 
forum audiences will always consist of 
many new people, subjects and speakers 
can be changed with each forum and 
the forum itself can take many different 
forms, continued use of finance forums 
appears to have merit. Finance forums 
are educational. Why discontinue the 
facilities when the need still exists? 
Why fire a good salesman? 


A A A 


New York Lifts Ban on 
“Savings” 

The New York State Banking Board 
has removed the restrictions against the 
use of the word “savings” in advertis- 
ing and other matter by state banks, 
trust companies, industrial banks and 
private bankers. This action followed the 
decision of the United States Supreme 
Court in striking down the prohibition as 
applied to national banks. 
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Ad tribute to teachers one hundredth anni- 
Yersary of founding of Texas Public School 
System. 
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ON THE PUBLICITY FRONT 


Advertising 


The Right Approach 


Will Improve Your Investing Score, Too. 


Above is the heading of an ad which 
City Bank Farmers Trust Co., New 
York, is running in magazines and the 
Times Sunday Magazine Section. The 
text builds on the idea that the golf 
“pro” scores better than week-enders 
because it’s his full-time business. In 
suggesting an investment advisory ac- 
count with the trust company, “if you 
have upwards of $75,000 available for 
investment,” the ad offers a “brand 
new” booklet, “How to Get The Most 


Out of Your Investments.” 


“Hi! Ho! The Merrio! The Trust 
Men Do My Work,” sings the man pic- 
tured in an ad from First & Merchants 
National Bank, Richmond. In the text 
he explains that he has just “learned 
the trick of placing my investment prob- 
lems on the shoulders of the First and 
Merchants’ Trust Department. . . I am 
free from investment responsibilities, 
I’m going to do some of the things I’ve 
wanted to do for years.” The ad not 
only explains how an agency account 
works, but gives a sample fee of “ap- 
proximately $250” on a _ $100,000 


account. 


“Tomorrow Means More Than Yes- 


terday at Provident,” advises a Provi- 
dent Trust Co., Philadelphia, advertise- 
ment which promotes the bank’s new 
service to meet “a serious situation fac- 
ing major suppliers upon the death of 
some of their more important distribu- 
tors.” 


“Your (Corporate) Man Friday” 
the title of a Chemical Bank & Trust 
Co., New York, ad which discusses 
corporate trust services. Four services 
are listed as those in which the depart- 
“most often” acts. 





““A Woman’s Inheritance,” says Rock- 
land-Atlas National Bank of Boston, 
usually must provide for two futures 

. her own and her children’s. A 
Living Trust is suggested as an approp- 
riate manner of working out the prob- 
lem. 


The “Doorway to the future,” pic- 
tured at the top of a recent newspaper 
ad, turns out to be the doorway to Frost 
National Bank’s trust department in San 
Antonio. Between this and the picture 
of the bank building at the bottom, 
Frost National explains the importance 
and the good sense of making a will, 
doing it now, and appointing a compe- 
tent executor. “A will is just as import- 
ant for people with modest estates as 
for the wealthiest person,” the ad tells 
the reader, and “a lifetime accumulating 
an estate” deserves “a short time” with 
the attorney and trust officer “discussing 
how it can best be passed on to those 
you love.” 


ere tame wees ty oad ol mee emt 


BUY HIGH- SELL LOW? 





This ad from American Trust Co., 
Charlotte, is directed to the common 
tendency to buy when the market is 
high and much in the news, and to sell 
when people are frightened because it 
is low. An agency account is .offered 
as an effective answer. 


“You mean I won’t have to pay any 
Federal estate tax?” This question — 
with picture of two men discussing it 
over a cup of coffee — leads into a 
Plainfield (N.J.) Trust Co. ad that 
gives examples of two estates: by 
changes in the respective wills, one 
saved the entire Federal estate tax and 
the other saved $56,200 out of what 
would have been an $87,700 Tax. This is 
one of a series of ads worked out by 
the trust company together with the 
Plainfield Bar Association. Each ad 
carries the statement that the “informa- 
tion is sponsored in the public interest 
jointly by” the bank and the bar. 


“Better Be Safe All the Time than 
Sorry Once” begins a letter form of ad 
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in use by First National Bank, Greeley, 
Col. It reads in part “Planning an estate 
is no more mysterious than planning 
your farming or your business for 
months in advance. It is simply sound 
thinking and only looking ahead. . . 
Please be informed that a will does not 
go on record or begin to operate until 
after the death of the maker. A will can 
be changed any time to suit you and 
to meet changed conditions and circum- 
stances, or it can be entirely revoked 
or destroyed by you.” 


No one knows the value 
of Life Insurance j 


like the man who can't 
buy it 





This ad from National Bank of Com- 
merce, Norfolk, Va., pictures the unfor- 
tunate man at the right in contrast to 
the rest of the community, and the im- 
portance of life insurance in estate 
planning is highlighted in the text. 


Forums 


Approximately 150 women attended 
the Financial Forum on Monday after- 
noons in March at American Security 
& Trust Co., Washington, D. C., where 
the speakers, as in previous forums, 
were all officers of the bank. The sub- 
jects were “Your Banking System”; 
“Investing in Income Real Estate, Mort- 
gages or a Home”; “Summary of Tax 
Return Requirements”; “Investing in 
Stocks and Bonds”; and “Wills, Trusts, 
Estate Planning.” The sessions were 
held in the Board Room with tea after- 
wards in the lunchroom. The same sub- 
jects were presented in condensed form 
at a two-session February forum con- 
ducted at the Sulgrave Club for club 


members. 


First in a series of forums arranged 
jointly by the New Jersey Bankers As- 
sociation and the New Jersey Federa- 
tion of Women’s Clubs, at the request of 
the latter, was a one-session Women’s 
Financial Forum held in Montclair in 
mid-April. Clifton H. Kreps, chief of 
the financial statistics division of the 
Federal Reserve Bank of New York 
addressed 300 women on the subject, 
“Money, what it is and how it func- 
tions.” John P. Poe, president of the 
New Jersey Bankers Association and of 
First National Bank, Princeton, outlined 
the plans for forums throughout the 
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state. The April meeting was sponsored 
jointly by the Montclair Women’s Club, 
Women’s Club of Upper Montclair, 
Montclair Trust Co., First National 
Bank, Montclair Savings Bank, and the 
National Newark & Essex Banking Co., 


which maintains a Montclair office. 


Two hundred business and profes- 
sional men of the nation’s capital at- 
tended an economic forum sponsored 
by Union Trust Co. of the District of 
Columbia on April 12. Franklin Cole, 
former executive vice president of 


Lionel H. Edie & Co., was the speaker. 


The “Bibliography for Finance For- 
ums for Women,” published by the 
American Bankers Association, has been 
completely revised by Genieve N. Gil- 
dersleeve, assistant secretary of the 
Trust Division. The material, originally 
compiled in 1951 also by Miss Gilder- 
sleeve, contains sections on Personal Fi- 
nance Planning; Home Ownership; 
Real Estate; Mortgages; Life Insurance 
and Social Security; Investments; Wills, 
Estates and Trusts; and Economics. The 
bibliography is available from the 
A.B.A. Public Relations Council, 12 
East 36th St., New York 16, single 


copies free, ten or more at 10c each. 


Booklets 


A set of six folders on Wills prepared 
cooperatively by the Pennsylvania 
Bankers Association Trust Division and 
the Pennsylvania Bar Association, have 
combined brevity of statement with 
colorful design in a manner to attract 
attention and get over a message in that 
fleeting moment of the first glance. 
Furthermore they fit the pocket. 


“Vision” stresses the importance of 
an experienced executor with reasonable 
authority granted in order that it may 
aid the family in future situations not 
now predictable; “One of the most im- 
portant Hours in your life” is the one 
spent in discussion of one’s will; “Cau- 
tion: use only as directed” highlights 


‘the place of the will and the executor in 


assuring desired distribution of assets; 
“A good example of bad planning” is 
the sacrifice sale of assets for necessary 
cash in estate settlement; “Do you know 
your Tax Expectancy?” points out that 
the time for that discussion is before 
the will is drawn or revised; and “Heir- 
loom for whom?” is the story of the 
disappointed girl and the upset family 
resulting from Grandma’s failure to 
make a will. All six mention the lawyer 
and the trust officer. This excellent se- 
ries, produced this year, was inspired 
by the success of a 1949 series, also 


developed jointly by the two Associa- 
tions. 


“The Will-O’-the-Wisp of Jointly 
Owned Property” is what the Union & 
New Haven Trust Co. (Conn.) calls its 
discussion of this topic in its April 
Journal. The reasons why people want 
jointly owned property, the advantages 
they expect to get, and the difficulties 
which so often result are all set forth 
in straight talk, and with the conclusion 
that a will can accomplish the same 
things without the dangers of joint ten- 
ancy. 


The personalizing of the trust depart- 
ment, undertaken in its monthly trust 
folder by the United States National 
Bank of Portland, Ore., presented on 
one page the theme that “group action 
is better than good intentions” and on 
the facing page the picture and business 
biography of LeRoy B. Staver, trust 
officer, who has been associated with 
the department for thirty years. 


The message for May in Fidelity-Phil- 
adelphia Trust Co.’s 1954 desk calendar 
suggests that “a trust of moderate size 
is an ideal starting point towards build- 
ing a larger one” and points out the 
advantages of investment in the bank’s 
discretionary Common Trust Fund. The 
calendar is a convenient desk record for 
appointments, in attractive loose-leaf 
notebook form, with color prints taken 
from Audubon’s “Birds of America.” 
Each month is illuminated by one of 
the prints and a one-paragraph presen- 
tation of a bank or trust service. 


“Executor’s Functions in Estate Ad- 
ministration” is a 60-page booklet just 
released by Irving Trust Co. of New 
York. Typographically handsome and 
literarily lucid, it is based on lectures 
given by Vice President John F. Me- 
Ilwain at the Practising Law Institute 
of New York, running the gamut of 
administration in New York, including 
Federal and State tax proceedings. In- 
terspersed are helpful planning hints 
for the draftsman, designed to avoid 
difficulties or better effectuate the testa- 
tor’s intentions. The booklet is intended 
for Members of the Bar, but any inter 
ested subscriber may obtain a _ copy 
from the Trust Department while the 
supply lasts. 


A A A 


The American Bankers Association 
received an award from the Freedoms 
Foundation last month as a result of # 
series of twelve newspaper advertise: 
ments on the advantages of the Amer: 
ican free enterprise system. 
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The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 





PROFESSIONAL 


Sidelights . 






Goop First QUARTER 


In this period of readjustment, feast 
and famine dwell side by side. A Wall 
Street Journal analysis of the first 
quarter reports of 338 companies in 22 
major industries shows aggregate net 
earnings after taxes up 3.2% from the 
like 1953 period. Industrial groups 
showed differing trends, varying from a 
gain of 74.5% for eight aircraft produc- 
ing companies to a loss of 59.6% for 
nine textile manufacturers. Within the 
industrial groups, in turn, there was 
considerable variation between the lead- 
ing units and more marginal outfits; 
more competitive conditions have gen- 
erally caused a thorough division be- 
tween the sheep and the goats. 


Among the chief beneficiaries of 
EPT elimination were ‘aircraft produc- 
ers. Douglas Aircraft, with sales only 
4% above the like 1953 period, ended 
its February quarter with a pretax gain 
of 25% and net profits doubled. Boeing 
Airplane showed an increase of 35% 
in sales and other income for the March 
quarter and net income of close to 
250% of comparable 1953 results. To 
some observers these “bumper crops” 
suggested the possibility that aircraft 
producers might be subjected to stricter 
profit control in the future, but in this 
connection it is worth noting that Gov- 
ernment-business relations appear to 
have run a full cycle: on the same day 
that the president of Curtiss-Wright 
mentioned the possibility of profit 
limitation by renegotiation of Govern- 
ment contracts, a Government spokes- 
man denied any such intention almost 
with indignation. In the field of elec- 
_ trical equipment, General Electric, with 
sales 8% and profits before taxes 18% 
under the 1953 March quarter, showed 
a gain in net after taxes of 42%. West- 
inghouse Electric showed sizeable ad- 
vances on all fronts — sales, pretax and 
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.. Trade’ Winds ... 


Memos... Porttolio Studies . 


net profits, but smaller and less integ- 
rated units in this field did not fare 
nearly so well, as exemplified by Syl- 
vania Electric with net sales off 16%, 
pretax earnings halved, and net profits 
23% below the 1953 March quarter. 


The automotive industry is an out- 
standing example of the success of the 
strongest units under competitive pres- 
sure; so much so, as a matter of fact, 
that there have been rumors of antitrust 
action. General Motors and Ford gar- 
nered 49.5% and 32.8%, respectively, 
of first quarter output, leaving a slim 
12.9% for Chrysler and 4.8% for the 
independents. Thus, General Motors 
with net sales just a shade below 1953 
was able to increase net income by 
over 20%, while Studebaker on less 
than half its 1953 sales had a major 
deficit and was forced to eliminate divi- 


dends. 


Steel earnings have generally con- 
firmed expectations. Although the in- 
dustry as a whole produced at only 
73% of the greatly enlarged capacity, 
dividends of most leading companies 
were well covered. Leading producers 
fared considerably better than most of 
the industry. While the eight largest 
companies operated at about 78% of 
capacity, the others worked at only 
56%; some of them actually below 
40% of capacity. In general, earnings 
reports bear out the assumption that 
companies with a well-rounded product 
mix including sizable sales to the build- 
ing industry would do better than 
others, particularly those which depend 
largely on the automobile industry. 
Thus the earnings of U. S. Steel, Beth- 
lehem, Armco, and Inland have held up 
much better than those of Republic, 
Jones & Laughlin, National and Youngs- 
town. Most of the earnings were cush- 
ioned by the expiration of the EPT but 
on the other hand were reduced by 
heavy write-offs for accelerated amorti- 
zation. In metal fabricating, consider- 
able benefits from EPT removal were 
almost offset by sharply shrinking vol- 
ume. Revere Copper & Brass and Bridge- 
port Brass showed an increase in net 
profits of 7%-8% on sales losses of 
20% and declines in pretax earnings 


of 25%. 


Railroad earnings receded sharply, 
but the roads with reasonable capital- 
ization, good management, and ability 
to cut costs in line with the drop in 
revenues fared relatively well. Zinc and 
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lead producers suffered from the low 
metal prices prevailing during most of 
the reporting period. Distillers were 
squeezed between higher advertising 
costs and lower consumer expenditures, 
Textiles continued to ail from overca- 
pacity and unprofitable price levels, and 
farm equipment producers felt the im- 
pact of a return of the seasonal concept 
of buying. 

First quarter results as well as the 
cross trends of the stock market prove 
the value of selectivity. But just as un- 
qualified bullishness or bearishness fail 
to do justice to the prevailing situation, 
definitive opinions based on first quar- 
ter results would be premature. The 
possibility of renegotiation has been 
mentioned. In some _ instances first 
quarter profits may represent held-up 
deliveries with costs charged to high-tax 
1953. Year to year comparisons may 
become less favorable as succeeding 
quarters will no longer show benefits 
from price increases garnered some time 
in 1953, as e.g., in the instance of 
cigarette manufacturers and crude oil 
producers. Wage increases may have to 
be borne by producers if business re- 
mains static. Competitive costs, such as 
advertising, could increase, and so far, 
in spite of the great pressure on smaller 
and more marginal companies, there 
has been a noticeable absence of com- 
petition on the price front. It takes a 
great deal more than first quarter re- 
sults and an abacus to arrive at earn- 
ings projections for the year. 

CARL M. LOEB, 
RHOADES & CO. 


GREEN LicHut FoR RaAILs 


It is conceivable that the initial im- 
pact on the stock market of unfavorable 
news regarding Asia could cause a de- 
cline in prices but the degree of decline 
would depend in large measure on the 
likelihood of an extension of hostilities. 
Railroad shares would be in a relatively 
favorable position. Traffic would be 
stimulated by any general acceleration 
in business and, in particular, by greater 
shipments of goods to the West Coast. 
Railroad stocks would be less affected 
should apprehension of reimposition of 
the excess profits tax, price or other 
controls develop. Furthermore, railroad 
stocks have been in market disfavor re 
cently, due to poor earnings reports of 
the first quarter of 1954, and many areé 
selling at low prices in comparison wi 
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| 1953 earnings and dividends. Hence, 
“any change in the outlook suggesting a 
“recovery, could result in an advance in 
the prices of railroad shares. 


low Railroad earnings in coming months 
tt of § are expected to show a marked improve- 
were ff ment over the poor reports of the first 
ising — quarter with freight traffic showing gains 
ures, | of more than seasonal proportions. The 
srca- § better outlook reflects the opening of 
and § the Great Lakes to navigation and the 


im- — fact that crops in various sections of 
icept § the country should begin to move in 

increasing volume, although the South- 
“the | west may be somewhat of a laggard 
because of drought conditions. An accel- 





ye eration of the defense effort could make 
fai] | 2 important difference in the amount 
tion, | of traffic handled throughout the coun- 
sane try, particularly because of the wide- 
The | spread dispersal of plants. Naturally, 
been | increased shipments would be reflected 
first @ DY the industrial railroads of the East 
\d-up and shared by the carriers in the Mid- 
h-tax § West: Following the patterns set in 
may World War II and the Korean conflict, 
ding | large part of traffic related to the 
nefits | PUild-up of military power will move 
time § Ver the western transcontinental lines. 
eof The majority of the nation’s rail- 
e oil § roads have completed large scale rehab- 
ve to § ilitation projects of both way and 
s re-—[ equipment and most of the roads are 
ch as § now highly dieselized. As a _ conse- 
» far, § quence, earnings in coming months 
naller § should show improvement since a larger 
there § proportion of gross revenues can be 
com- § carried down to net income. 
kes a BACHE & CO. 
fe “Goon” INsuRANCE Stocks Loox Up 
Thus far during 1954 the life insur- 
)EB, fF ance stocks have “carried the ball” 
. CO.— and some gains have been spectacular, 
with 60% for such well known names 
as Connecticut General and Lincoln Na- 
a ok tional. While no sharp earnings in- 
rable ‘teases are anticipated this year, the 
me decisive factor has been a broadening 
alias of market demand against a diminish- 
n the @ 28 floating supply. Life stocks still 
ities. | 2PPear reasonably priced, in general at 
tively 10 times adjusted earnings, and a 
oi further rise may be expected after suffi- 
ation @ cient consolidation has taken place. The 
coat long term outlook for life stocks re- 
Coast. 4 Mains bright. 
fected 
‘on of DOW JONES AVERAGES 
other May3 ApriL1 Mayl 
‘road 1954 1954 1953 
or re 20 Industrials 319.35 306.27 275.66 
rts of B® 20 Railroads 105.03 102.07 103.37 
ry are 15 Utilities 56.35 56.19 51.22 
1 with 65 Stocks 118.52 114.96 107.23 
May 1954 


TATES 





It is a rare fiduciary, however, whose 
beneficiaries can subsist on the 1% or 
less repast afforded by top life insur- 
ance shares. For more yield it is neces- 
sary to look to the fire and casualty 
stocks. The outlook here is satisfactory 
on the whole. At the same time it must 
be admitted that 1953 represented the 
fourth best underwriting year in the 
past 15 for fire and casualty combined 
and that the next important change in 
profit margins will be downward. This 
is not expected in 1954 and indeed thus 
far unofficial reports have been favor. 
able. Meanwhile “good grade” insur- 


Government 





Municipal 


Railroad 


ance stocks have been withering on 
the vine for some months. We believe 
they will come more into their own 
during the balance of 1954. 


Five years ago the situation was 
something like this: pension funds and 
fiduciaries were just beginning to buy 
insurance stocks; timidity ruled at first 
because of the post-war depression gen- 
erally thought to be overhanging busi- 
ness and the markets; to buy common 
stocks at all represented an act of faith 
in the future. Under such circumstances 
only the “best names” could produce 
agreement. (Continued. ) 
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TABLE I 
Price Performance 1949-54 
Increase 
Six Blue Chips — 74% 
Six Good Grades __......._ 25% 
Spread (for Blue Chips)... 49% 


TABLE II 


Six Blue Chips 
Six Good Grades 
Spread (for Good Grades) 


Price Times 
Invest. Total Discount 
Income Earnings Liq. Value’ “Yield 
212 13.3 +5% 2.61% 
14.1 11.5 30% 4.28% 
+ Be | 1.8 35% 1.67% 





Statistically the gap between the 
leaders and those in the next tier was 
less wide than now. The six leading fire 
and casualty companies with reasonably 
active markets, at their median 1949 
price were selling 19.9 times investment 
income, 8.0 times total earnings, at a 


7% discount from liquidating value and 


to yield 2.95%. On the other hand six 
good grade largely multiple-line fire 
and casualty companies were selling at 
only 15.8 times their investment in- 
come, 7.5 times total earnings, at a 23% 
discount from liquidating value and to 
yield 3.92%. 

That markets are not ruled by statis- 
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Sharing Plans 
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tics alone is evidenced from the subse- 
quent price history. Did the stocks giv- 
ing greater value give the best per- 
formance? Let the record, shown in 
Table I, speak for itself. 

The blue chips therefore advanced 
almost three times as much and the 
gap in value has widened as indicated 
in Table II. 

Thus while the blue chips have been 
advancing three times as fast as the 
good grades, the latter have been doub- 
ling (or more) their “value” spread: 


Value Spread in Favor of Good Grades 


1949 1954 

Price times investment 

Die? os 4,1 y 
Price times total 

earnings 5 1.8 
Discount from liquidat- 

ing value __.____ 16% 35% 
| REA aie kote ee om 97% 1.67% 


The above figures may prove as 
academic as a similar study would 
have been in 1949, unless the overall 
situation develops somewhat differently. 
We believe there are two such possi- 
bilities: 

1) Pension fund managers, having 
established their stock’ portfolios with 
the best names, now may feel freer to 
buy more for value and yield. It is one 
thing to initiate a stock. program with 
good grades; it is quite another to add 
good grades here and there as values 
warrant, particularly as the blue chips 
sell increasingly on scarcity value. 

2) The fear of a business depression 
is diminishing. If no drastic downturn 
is threatened, the “insurance” premium 
for the blue chips loses some of its 
value as the need for the “insurance” 
disappears. 

Our statistical studies indicate that 
while the blue chips were advancing in 
market price nearly three times, or 
196% faster than the good grades, 
their investment income rose only 23% 
more and their liquidating value only 
25% more. In fact, some of the good 
grades made very respectable ~invest- 
more during this period, which would 
tend to narrow the rise in liquidating 
value between the two groups. 1954 
will see, we believe, a reversal of these 
market trends, 


SHELBY CuLLom Davis, 
SHELBY CULELOM DAVIS & CO. 
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TRUSTEE DILEMMA 


If the investment skies were ever 
entirely without clouds, they would be 
suspect on that score. Some periods, 
however, seem to present more prob- 
lems than others and right now some 
trust officers are not entirely happy 
over low bond yields or the prospect of 
investing in stocks which have been 
rising almost without interruption for 
seven months. Some established ac- 
counts have substantial profit cushions 
which these fund managers are loath 
to disturb except when the issues are 
patently overvalued or advantageously 
transferable. 





















One source indicated a desire to cut 
back stocks, wherever possible, to 
around 40%, and to space out new 
funds allocated to the stock portion. 
One bright point is that, in spite of the 
declining business indices for the past 
ten months, most trustmen believe that 
dividends are safe for the investment 
calibre stocks they generally hold and 
that 1954 may not be so bad after all, 
if the first quarter reports are any indi- 
eation for the rest of the year. 




















It is reported that there was consid- 
erable buying interest for personal trust 
accounts in the recent Pennsylvania 
Turnpike issue for construction of a 
link between the existing System and 
the New Jersey Turnpike. Investment 
officers have also been using substantial 
amounts of Series K savings bonds, 
which pay 2.76% and mature in 12 
years. 

































Pension interest in stocks continues 
and one source finds that acceptance of 
sound commitments outside the usual 
quality group is somewhat more pro- 
nounced, with occasional forays into 
the unlisted field if the fundamentals 
seem sound. 






Firm Bonn MARKET SEEN 


The bond market during April 
showed signs of appraising the sub- 
stantial price gains made under the 
active ease policies of the Federal Re- 
serve in the past year. Some segments 





May 1954 


INSTT TIONAL ONES WME 


showed hesitation and readjustments in 
the face of a build up of the new issue 
calendar on corporate and municipai 
obligations and the increased dealer 
inventory in the latter. Governments, in 
spite of their substantial price improve- 
ment, continued under the influence of 
no long term Treasury offering and the 
endeavor of banks to offset anticipated 
declines in income from the loss of high 
yielding maturities through Treasury 
refunding operations under easy money 
market conditions. Declines in loans at 
a greater rate than in the corresponding 
period of 1953 also stimulated bond in- 
vestment in longer term governments 
and municipals. A second reduction in 
the rediscount rate of the Federal Re- 
serve Banks for the year, in progress 
during the latter part of the month, 
served as reconfirmation of active ease 
in the money market, and Treasury fi- 
nancing of cash needs through tax anti- 
cipation bills, rather than longer term 
issues, influenced the market. 


In speaking before the American 
Society of Newspaper Editors on April 
15, the Secretary of the Treasury point- 
ed out the steps which the Federal Re- 
serve had taken to assure ample supply 
of credit — open market operations and 





Check for $233,000,000 is examined by (L to R) David E. Watson, Member of the Pennsyl- 


reduction in the rediscount rate in Feb- 
ruary and again shortly before his talk. 
He further indicated that “In the cur- 
rent economic environment the Treas- 
ury has purposely done its financing in 
a way that would not interfere with the 
availability of. long term investment 
funds to corporations, state and local 
governments, and for mortgages to 
home owners. We want to be sure that 
plant and equipment, home building, 
and other construction all have ample 
available funds. The fact that construc- 
tion thus far this year is running so 
high demonstrates how effective these 
policies are.” 


In view of the above statement it was 
obvious that, much as the Treasury 
would like to pursue a policy of length- 
ening out, one could only expect a short 
term issue for refunding and new money 
financing to the end of the fiscal year. 
This expectation was confirmed in the 
refunding for June maturities and the 
cash offer. The longest medium em- 
ployed was a 4-year and 9-months 1%s 
appealing principally to the banking 
system. 


During April it proved unnecessary 
for the Federal Reserve open market 
committee to extend credit on balance 
for the four reporting dates although 
other factors influenced member bank 
positions. “Free Reserves” — the dif- 
ference between excess reserves and 
member bank borrowing — were main- 
tained at the $500-$700 million level. 
Bill yields and “Federal Funds” showed 
the effects of money market ease and 
the former reflected importantly the 
reduced supply of short term govern- 
ments due to repayment of the $5.9 
billion Tax Anticipation Certificates 


vania Turnpike Commission; James F. Torrance, Secretary-Treasurer of the Commission; 
Thomas J. Evans, Chairman of the Commission; Walter H. Steel, partner; Drexel & Co.; 
and Miles S. Altemose, vice president, Fidelity-Philadelphia Trust Co. Presentation of the 
check represented final phase of a recent public offering of $233,000,000 Pennsylvania 
Turnpike Revenue Bonds, for which the trust company is trustee. — 
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Unton CARBIDE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable June 1, 
1954 to stockholders of record at 
the close of business May 3, 1954. 


KENNETH H. HANNAN, 


Secretary and Treasurer 


SOCONY-—VACUUM 
OIL COMPANY 


INCORPORATED 


Dividend 
No. 173 


April 
27, 1954 


The Board of Directors today 
declared a quarterly dividend of 
50¢ per share on the outstand- 
ing capital stock of this Com- 
pany, payable June 10, 1954, 
to stockholders of record at the 
close of business May 7, 1954. 


W. D. BickHaM, Secretary 





Amenican-Stardard 
PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable June 1, 1954 to stock- 
holders of record at the close of business 

on May 25, 1954. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable June 24, 1954 to stockholders 
of record at the close of business on 
June 1, 1954. 

AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 

JOHN E. KING 

Vice President and Treasurer 






A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred 
Stock payable June 15, 1954 to 
stockholders of record at the close 
of business June 1, 1954. 

A quarterly dividend of $.50 per 
share has been declared on the 
Common Stock payable June 
10, 1954, to stockholders of record 
at the close of business May 27, 
1954. 

CLIFTON W. GREGG, 
Vice-President and Treasurer 
May 5, 1954 « 











due March 22. Another factor was the 
substantial acceptance of the 214s due 
1961 by holders of maturing certificates 
and notes as well as by holders of the 
June maturities and bonds called for 
June 15 which participated in the Feb- 
ruary refunding. 


Policies of the Reserve and Treasury 
authorities can be expected to undergo 
little change as long as the business 
pattern is one of readjustment and, even 
with a recovery in business, easy credit 
policies and absence of long term issues 
would undoubtedly continue until there 
was reasonable assurance that the re- 
covery was on a sound footing. Should 
there be an involvment in Indo-China 
resulting in substantially increasing 
military outlays and improved business, 
the factor of maintaining “active ease” 
to encourage business would undoubt- 
edly be modified since the Federal has 
not abandoned a flexible policy. 


The added reserves required by the 
banking system to absorb the $2 billion 
cash offering through credit to Treas- 
ury Tax and Loan Account will be 
moderate and probably supplied in part 
through Federal Reserve Open Market 
Operations to maintain “Free Reserves” 
at a satisfactory level. After the close 
of the fiscal year, possibly in July or 
August, the Treasury will have to come 
to the market for cash. Unless the busi- 
ness pattern changes or there are inter- 
national influences, the expectation is 
that the initial borrowing of possibly 
some $5 to $6 billion will be accom- 
plished with Tax Anticipation Certifi- 
cates due in March, following last year’s 
pattern when $5.9 billion were issued in 
July with a March 22 maturity accept- 
able for taxes due March 15, Later in 
the year, depending on conditions, in- 
termediate and longer term bonds may 
be issued for further cash needs. Since 
financing of this magnitude will require 
additional reserves, it is likely that the 
much discussed reduction in reserve re- 
quirements may come in this period 
providing banks with funds for invest- 
ment, 

Bond prices are likely to continue 
improvement after the immediate heavy 
schedule of corporate and municipal 
flotations has. been absorbed and 
yields on these and governments of in- 
termediate and longer term maturity 
can be expected to renew their decline 
barring untoward developments. Treas- 
ury bills and other short term yields 
may show further declines due not only 
to the acceptance of the new 174% Note 
due in 1959 by holders of the June 
254% Certificates, thus lessening the 


COPYRIGHT 1954 CARTOONS-OF .THE-MONTH 


“An independent research laboratory 
has found my pottery to be superior to 
that of any leading competitor” 





supply of short term investments, but 
also to a continued demand by corpo- 
rations and municipalities for investing 
proceeds of new borrowings. In June 
there will be a further reduction in 
short term government paper when the 
$214 billion tax anticipation bills are 
retired. In July, however, media in this 
segment of the market will expand 
through the expected offering of the 
$5 to $6 billion noted. Intermediate and 
longer term government prices should 
be influenced by refunding and new 
money issues in these classifications 
later in the year, although longer term 
cash offerings might be postponed until 
next year depending upon conditions. 


PENSION FuNpD EstIMATEs RAISED 


Pension fund totals may be over $100 
billion instead of the usually accepted 
figure of approximately $17 billion, 
according to a recent survey by Com- 
merce Clearing House, nationally 
known reporters on tax and _ business 
law. From the 68 companies reporting 
funds, ranging from $2,800 to more 
than $500 million, four with over $50 
million each were eliminated to avoid 
imbalance and the average of the re 
maining funds was $5.6 million. Of the 
nearly 25,000 plans which have been 
qualified by the Internal Revenue Ser- 
vice for tax exemption, 5,000 were held 
out of the computation as of too recent 
experience. Applying the average figure 
to the remainder gives a grand sum of 
$112 billion. Recognizing that this may 
be too liberal, CCH comments that a 
figure greatly in excess of $17 billion 
seems reasonable, especially in view of 
the known fact that two funds have 
assets of over $1 billion each. 


Mutua Funps CONFIDENT 


The rise of over 60 points in the D-J 
industrial averages from the September 
lows has been highly selective, with 
greatest emphasis upon the institutional 
grade issues currently yielding in many 
cases not much more than high-grade 
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corporate bonds, based upon indicated 
dividend payout. The buoyant action of 
this group in the face of declining busi- 
ness indices is construed by some ob- 
servers as signalling that the readjust- 
ment trough has already been passed 
and that business will show signs of 
renewed volume before many months. 
This view is by no means universal, as 
indicated in this column last month, the 
opposing contention being that the stock 
market has ceased to be a reliable fore- 
caster. Undoubtedly the greater concen- 
tration of capital under professional 
management is partially responsible for 
the differential, together with individ- 
ual funds seeking the soundest refuge 
in times of uncertainty. 


Although some degree of timing is 
occasionally possible, the mutual funds, 
reeciving a steady flow of new money, 
must invest without waiting for “bar- 
gain sales.” By switching or by aver- 
aging, however, management can often 
reduce risks to a degree impossible to 
an individual with limited capital. In 
checking with some of the leading firms 
in this field, a confident attitude toward 
the longer term was evident, although 
there was considerable variation in de- 
gree of expectation of an intermediate 
adjustment from current levels. Even 
though business recovery on a large 
scale may be deferred until 1955 or 
1956, there are many companies which 
should continue to earn and pay satis- 
factory dividends. With no deep de- 
pression in prospect and, except for the 
blue chip group, a subnormal price- 
earnings ratio prevailing, stocks still 
merit mutual fund confidence, although 
this is a period when upgrading within 
favored industries and avoidance of 
highly volatile commitments would ap- 
pear advisable. 


A minority opinion expressed by one 
individual held that new commitments 
in the most favored stocks at this time 
incurred a greater degree of risk than 
warranted by the profit potential and 


his fund has therefore been ferreting 
out undervalued situations in the lesser 
known companies. 


LirE ComMpaANiEs EARNING Rate Up 


The trend toward higher interest 
earnings on invested funds of the life 
insurance industry reached a ten year 
top in 1953 at 3.36% and 3.15%, be- 
fore and after Federal income taxes, 
bettering the preceding year by .08%. 
While the movement is in the right di- 
rection, results are still far below the 
approximate 4.10% average earnings of 
the *30s, according to statistics com- 
piled by the Institute of Life Insurance. 

The improved performance is due 
both to shifting of portfolio emphasis 
into higher yielding media and to better 
yields available during 1953. The bene- 
fits of these new commitments should 
be reflected in greater degree for the 
full year 1954. 


OVER THE RIVER? 


The proposal to extend to services 
performed by security dealers the 3% 
tax now applying to New York City 
retail sales resulted in an April invita- 
tion from New Jersey legislators to 
transfer operations of the New York 
Stock Exchange to that state, with as- 
surances of favorable treatment and 
complete housing facilities. President 
Funston stated that the invitation would 
be referred to the Board of Governors 
but he also made it clear that, because 
of the Exchange’s 162 year existence 
here, such a step would not be taken 
unless absolutely necessary to avoid 
taxes which would drive business away 
from this marketplace. 


Oldtimers will recall that in 1933 
proposed legislation under Mayor 
O’Brien precipitated active preparations 
for a financial exodus, to the point 
where the New Jersey Stock Exchange 
was organized, properties were. leased 
and installations started for the sched- 
uled opening of trading which’ never 
materialized. 


CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared ‘4’ quarterly dividend of one dollar ($1.00) per - 
share on its $10 par value Common stock, payable June 7, 
1954, to stockholders of record at the close of business 
May 13, 1954. 


ERLE 6. CHRISTIAN, Secretary 


THE TEXAS COMPANY 


207th 


Consecutive Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on June 10, 1954, to 
stockholders of record at the close 
of business on May 7, 1954. 
The stock transfer books will re- 
main open, 
Rosert FisHER 
April 27, 1954 


Treasurer 


llied 
hemical 


Quarterly dividend No. 133 of 
Seventy-five Cents ($.75) per 
share has been declared on 
the Common Stock of Allied 
Chemical & Dye Corporation, 
payable June 10, 1954 to stock- 
holders of record at the close 
of business May 14, 1954. 


W. C. KING, Secretary 
April 27, 1954. 


Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% ‘SERIES 
DIVIDEND NO. 17 


CUMULATIVE PREFERRED STOCK 
4.88% SERIES 
DIVIDEND NO. 26 


The Board of Directors has 
authorized the payment:of the 
following quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 

- 4.88% Series. 

The above dividends are 
payable May 31, 1954, to stock- 
holders of record May 5, 1954. 
Checks will be mailed from the 
Company's office in Los An- 
geles, May 31,1954. 


P. C, HALE, Treasurer 


April 16, 1954 
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Shields Calls Economy Sound 


Praising the Eisenhower Administra- 
tion for “a most businesslike and states- 


” 


manlike economic program,” Murray 
Shields, vice president and economist 
of Bank of The Manhattan Co., New 
York City, appraised the current state 
of the country before the Controllers’ 
Institute of America last month in Mil- 
waukee. The decline in business activity 
which began almost a year ago, said 
Mr. Shields, should end within a few 
months but full recovery, after such a 
boom period, may well be deferred 
until 1955 or even 1956. 


Mr. Shields touched upon the con- 
servative views of the two major politi- 
cal parties which should guarantee 
completion as basic policy of the new 
economic program of the Administra- 
tion and he predicted gradual retire- 
ment of the Government from business, 
with lower taxes, sound money and a 
tax system devised not to penalize the 
investor, On this assumption, he felt 
that we shall “not nose dive into deep 
and prolonged deflation and, when the 
readjustment process finally is com- 
pleted, the country will emerge into still 
another period of great progress and 
real prosperity.” 


OUTSTANDING — 


in Trust Work 
as in Banking — 
in 


TIDEWATER VIRGINIA 


NATIONAL BANK 
OF COMMERCE 


Norfolk 


Virginia 


AVERAGE: BALANCED FUNDS 
STOCK FUNDS 


n—new revised series 








HENRY ANSBACHER LONG INDEX offUA 


Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 


selecting stock and cost-of-living averages, 
periods and in interpretation of data. 


BALANCED FUNDS 


American Business Shares —- 
Axe-Houghton Fund “A” __ wk Meee re 
ies ee 
Boston Fund 
Commonwealth Investment ———___»_ 
Eaton & Howard Balanced - 
Fully Administered Fund (Group Securities) _ 
General Investors Trust ——.__»_-_EE 
Sens se ies 
Jenne Dee Foe SS 
Nation-wide Securities** —_ 
Dreyfus Fund***** 
George Putnam Fund —__. 
Mutual Fund of Boston**** ____ 
Scudder Stevens & Clark _..__ 
Wellington Fund —_ 

Whitehall Fund —_ 


Wisconsin Investment*** 





Affiliated Fund *** _ _ 
Broad Street Investing Corp. — 
SS ee 

Delaware Fund —..__... 


Diversified Invest. Fd. (Diversified Fd. Inc.) * | coating 





ee a a 
Been: @ peewere Oleck 
... . ee eee 
Fundamental Investors™ 
incorporated Investors >>>» >= 
Institutional Foundation Fund ~~~ 
Investment Co. of America —..._»_-_ 
Raeeeenen pee 
Loomis-Sayles Mutual Fund _--_-_->_-E>EEEE 
Massachusetts Investors Trust = 
Mass. Investors Growth Stk. Fund —__. 
Mutua] Investment Fund SS 
National Investors 
National Securities — Income*** 
New England Fund —_.. 
Selected American Shares === 
Sovereign Investors —__ 
State Street Investment Corp. 





Base index number of 100 is the offering price 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all ca —. distributions to such date and the re- 
sultant sum is divided by the 19 


COL. 19 represents 


9 base offering price. 


to Dec. 1939 base. 


m—acquired assets of Investors Management Fund 
March 31, 1954. 





Wall Street Investing Corp. —-.______ 
AVERAGE: STOCK FUNDS 


90 STOCK INDEX (Standard & Poor’s) - 
CONSUMERS PRICE INDEX (B.L.S.) —____ 


1 
12/31/35 


Principal 


109.9 
109.8 


109.0 
107.1 


105.2 
103.6 


72.4 
110.7 
114.2 
129.7 


117.4 
123.8 

92.8 
108.1 
106.7 








Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light ot the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 


e current month-end bid (col. 16 less all capital distri- 
butions) divided by .~ 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends 
panies out of income earned from i 
securities (excluding all capital distributions). 


the . 


+Ex-dividend current 
tHigh reached current 
@Principal index begins amar 1939 base date. 


No responsibility 
of Policy is congit 
index by issuer, 
30, 1953 appear 

based on April 
These will soon 




















6 7 
12/30/39 to 
4/30/54 
Principal 
Low High 
65.9 $160.8 
71.4 $216.7 
83.1 $234.7 
60.2 183.4 
73.5 $227.0 
73.6 199.1 
69.4 t149.3 
65.2 $141.6 
73.5 t1714 
men $198.1 
59.6 147.1 

— $168.3 
69.2 $160.9 
-— $167.3 
80.9 +168.0 
75.0 $177.5 
— $208.5 
65.1 $241.3 
70.8 181.2 
50.2 211.7 
60.1 $228.4 
61.0 $211.2 
76.1 176.9 
_ 1160.8 
62.1 $185.8 
62.7 $250.1 
—_— $242.2 
64.8 $266.1 
63.9 $251.2 
— $188.8 
69.0 $216.8 
59.8  %$126.0 
74.2 [$204.8 
59.7 $212.5 
57.4 $224.0 
56.1 $171.0 
60.7 $269.1 
66.0 114.1 
61.4 $167.9 
60.9 +190.2 
62.5 $142.2 
60.7 251.3 
—_ $245.9 
63.2 210.6 
59.3 224.4 
n99.8 n193.6 
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18 

12 mo. Div. % 
vest. Cap. 
Distri. 
64 —_ 
09 3.19 
4576 2.00 
44 1.04 
9 1.49 
if 1.77 
3 0.83 
1 3.12 
5 1.00 
10 1.29 
7 1.53 
13 —- 
2 2.51 
0 1.68 
61 2.07 
1.35 
56 3.12 
69 1.78 
14 1.82 
67 1.92 
9 2.73 
2 2.93 
92 0.41 
10 2.70 
5} — 
1 1.57 
28 0.43 
8 2.11 
9 2.30 
1 2.48 
12 2.72 
10 3.01 
1 1.13 
1.39 
05 1.96 
2.56 
LaF 
2.81 
4 3.14 
| 0.62 
v5 2.32 
08 a, 
88 2.15 

30, 1939. 


Itined by dividing such dividends accruing over 
hthe stated date by the average of the twelve 
mg on the corresponding date. 

ON column (18) represents percentage of 

“i gains or any other sources, for the current 





“TER 1939 are given an initial index number 
is equal to the average of all those stock 
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19 


Prin. Less 
Cum. Cap. 


Distr. (Bid) 
4/30/54 


4116.7 
164.3 
7183.2 
4147.2 
188.1 
176.7 
121.7 
jG BS 
142.6 
182.7 
119.4 
154.0 
134.0 
145.5 
143.6 
138.0 
187.9 
7171.3 





145.2 
132.9 
187.5 
169.5 

96.6 
145.5 

7150.0 
216.1 
208.3 
226.4 
200.5 
144.0 
154.5 

+ 78.0 

7137.4 
197.4 
181.5 

4137.4 
209.9 


7134.5 
146.4 
117.0 
158.9 
236.7 


162.6 


20 


5-Yr. Avg. 
Net Invest. 
Income % 


3.80 
3.41 
3.90 
3.55 
3.95 
3.85 
3.59 
4.72 
4.15 
4.15 
4.19 
3.82 
3.98 
3.99 
3.45 
3.76 
4.02 
3.43 





3.90 


4.83 
4.96 
4.50 
3.96 
5.20 
4.39 
3.81 
4.83 
4.42 
4.41 
3.95 
3.83 
2.74 
2.80 
4.76 
3.27 
2.82 
3.75 
5.78 
4.09 
4.60 
5.07 
3.17 
3.90 


4.00 


Fund in 1945, 


Balanced 
net included in balanced or stock 
"eName changed from Russell Berg Fund. 


‘T1954 BY HENRY ANSBACHER LONG. 





jn so far as compliance wtih this Statement 
the employment in whole or in part of this 
fers or dealers. Principal indices for April 
y 1953 issue and current income returns 
offering prices are available on request. 
9 a revised short form index. 


average. 


EATON & HOWARD BALANCED FUND 


A mutual investment fund with diversified holdings of invest- 
ment quality bonds, preferred and common stocks selected for 
current income and for long-term growth of principal and income. 


ew 
(@)- 
Managed by 


EATON & HOWARD 


INCORPORATED 


BOSTON _333 Montgomery Street 
ESTABLISHED’ 1924 SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 


24 Federal Street 
BOSTON 


AMERICAN 
BUSINESS SHARES 


A Balanced Investment Fund 


AFFILIATED 
FUND 


A Common Stock Investment Fund 


Prospectuses on request 


LORD, ABBETT & Co. 
63 Wall Street, New York 


ATLANTA 


CHICAGO LOS ANGELES 


Fundamental Investors, Inc. 


Diversified Investment Fund, Inc. 


Manhattan Bond Fund, Inc. 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 
FROM YOUR LOCAL INVESTMENT DEALER, OR 


Cleveland 
Chicago 
Los Angeles 
San Francisco 


HUGH W. LONG AND COMPANY 
Incorporated 
Westminster at Parker, Elizabeth 3, New Jersey 
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1953 Corporate Earnings Rise 


Corporate earnings in 1953 rose to 
record heights of approximately $13.7 
billion after taxes, an increase of 9% 
above 1952 results, according to the 
accompanying compilation by the Na- 
tional City Bank of New York of 3,444 
reports. About two thirds of the individ- 
ual companies had increases and a large 
majority of the major industries showed 
larger group totals. Among the groups 
reporting better performance than in 
1952 were some of the’ “depressed” in- 
dustries, such as meat packing, cotton 
goods and textiles, and shipbuilding. 


Although some companies showed 
sharp sales and earnings upturns as a 
rebound from the steel strike or 1952 
low volume, most gains were due to 
higher sales rather than to larger profit 
margins. The combined net income of 
the 2,686 nonfinancial companies 
showed an average net after taxes of 
5.6 cents per dollar, unchanged from 
1952 but lower than the 6.2 cents of 
1951. In this same group of 65 nonfi- 
nancial categories, margins widened in 
25 and narrowed in 35, with 5 un- 
changed. 


A A A 


U. S. Steel Studies Stockholder 


Income 


At the annual meeting of United 
States Steel Corporation in Hoboken, 
May 3, 1954, chairman of the board 
Benjamin F. Fairless stated that a 
questionnaire on stockholder income 
had been mailed to 280,000 individual 
shareholders of whom more than 140,- 
000 had answered . . . “the most thor- 
ough sampling of fact upon this sub- 
ject that exists anywhere in this coun- 
try.” It “exploded with atomic force 
the fallaceous notion that stockholders 
are rich.” 


One half of U. S. Steel stockholders 
had taxable income from all sources of 
less than $4,300 a year. The pay of the 
average worker in U. S. Steel’s mills was 
higher than the total income of 53% 
of the stockholders. For every share- 
owner with income over $10,000, three 
had less; for every one abéve $25,000, 
nine were below that bracket. More than 
half of the stock of the Corporation is 
owned by people whose total income 


was less than $10,000 a year. 
The typical U. S. Steel stockholder 


owned about 80 shares of the company’s 
stock, some preferred, some common, 
and received annual dividends thereon 
of approximately $275. 
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NET INCOME OF LEADING CORPORATIONS 


1952 AND 1953 


(In Thousands of Dollars) 


Reported Net Income 























































No. of Industrial After Taxes Per Cent 

Groups 1952 1953 Changet 
RAE ne ee ote ee a 52,769 § 54,340 + 3 
14 Dairy products =e a 63,388 70,519 +11 
16 Meat packing........ sacchiiadoute 28,622 56,262 +97 
Rm sieht 43,238 21,813 —b0 
80 Other food products......  anatii 199,095 227,639 +14 
Sy ee 34,950 36,273 + 4 
27 Brewing........... 35,617 35,314 —1 
> a 83,208 79,922 —4 
23 Tobacco products................... viacuaaales 114,073 132,055 +16 
eee 48,728 57,842 +19 
ta Fe SS are il aaciaee 44,019 36,654 —17 
10 Woolen goods... D-7,474 D-9,497 cies 
16 Hosiery, knitted goods... 7,526 8,422 +12 
9 Carpets, floor coverings 16,716 20,929 +25 
41 Other textile products. 46,231 62,683 +36 
85 Clothing and apparel. 15,341 17,378 +13 
29 Shoes, leather, etc... 25,986 34,170 +31 
27 «Tires, rubber producte................ 165,357 185,460 +12 
0) REE a ce en 81,573 77,983 — 4 
16 Furniture, wood products... 12,676 13,978 +11 
79 Paper and allied products... 275,298 297,850 + 8 
$4 Printing and publishing... 34,767 33,819 — 8 
65 Chemical products........ 599,830 640,464 +17 
19 Drugs and medicines... 89,131 88,573 —i1 
14 Soap, cosmetic8, COC... ccccccaecnnnamee 62,692 65,676 + 5 
21 Paint and varnish............ 3 51,737 63,390 +23 
95 Petroleum prod. & refining... 2,174,935 2,362,140 + 9 
ESE oe 57,307 63,275 11 
13 Glass products.................. stitial 94,942 105,877 12 
43 Other stone, clay products.._.. 116,804 120,693 8 
51 Iron and steel.......................... 4 535,174 733,686 +37 
12 Agricultural implements... 158,263 127,005 —20 
72 Building, heat., plumb. equip... 112,397 115,721 3 
82 Electrical equip., radio & tv... 418,331 461,555 10 
49 Hardware and tools................. 45,069 42,547 — 6 
89 Household appliances... 60,947 56,676 —7 
Se 270,023 282,737 + 5 
28 Office equipment............ a a 98,975 95,633 — 3 
40 Nonferrous metals.......... sities 335,983 831,085 —1 
106 Other metal products... 185,436 203,913 +10 
21 Autos and trucks... 696,719 708,904 t 2 
65 Automobile parts............. 158,889 173,030 9 
24 Railway equipment... ss 75,789 81,189 + 7 
37 Aircraft and parts.................... 127,167 167,981 +32 
= CS 13,937 19,313 +39 
71 Misc. manufacturinwg......... 106,651 117,772 +10 
1,781 Total manufacturing. 8,068,731 8,780,643 + 9 
6 CE SE cretion 49,017 27,852 a 
26 Metal mining -c ...................... caiedanati 58,085 53,489 — 8 
11 Other mining, quarrying -c 41,516 43,436 + 5 
61 Total mining, quarrying........._.. 148,618 124,777 —16 
28 Chain stores—food .............. gmail 57,784 74,505 +29 
53 Chain stores—variety, etc... 121,310 121,742 17 
52 Department and specialty. 138,966 144,300 4 
EERE LIT Ce 163,858 163,054 oe 
54 Wholesale and miscellaneous... 68,204 66,278 — 8 
IR eee eee 650,122 569,879 + 4 
181 Classi railroads . 0... 838,229 870,822 +4 
85 Traction and bus.......___._...._.... 23,275 25,478 + 9 
2 ae 33,692 31,688 — 6 
BD Bee I vicciriticticciniiim 57,844 63,573 T'S 
41 Misc. transportation. Siiiaaies 23,622 25,775 g 
233 Total transportation... isto 976,662 1,017,336 +4 
242 Electric power, gas,ete. ..... 1,078,103 1,200,114 +11 
66 Telephone and telegraph 450,934 547,062 +21 
308 Total public utilities. ..___ 1,529,037 1,747,176 +14 
16 Amusements..._™......___. $4,424 33,839 —2 
41 Restaurant and hotel... 14,951 17,245 Yi: 
32 Other business services 51,198 52,945 3 
21 Construction... 26,296 28,099 +7 
110 Total amusements, services, etc.. 126,869 132,128 + 4 
880 Commercial banks... — 598,119 662,491 +11 
68 Fire and casualty insurance._ 167,449 177,708 Tt 6 
190 Investment trusts -e 274,896 805,219 11 
72 Sales finance... 147,062 172.505 +17 
98 Real estate........... 23,006 18,404 —20 
7158 Total finance..... 1,210,632 1,336,327 +10 
B44 Grand total........ $12,610,571 $13,708,266 +9 


t—Increases or decreases of over 100% not computed. 





c—Net income is reported before depletion charges in some cases. 
e—Figures in most cases exclude capital gains or losses on investments. 


D— 


Deficit. 


From April National City Bank Letter 
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ECAUSE THE AUTOMOBILE INDUSTRY 
B is of such paramount importance 
to the economy, in the vast ramifica- 
tions of its parts suppliers, the tons of 
steel which move down its assembly 
lines and the millions of jobs which it 
directly and indirectly supports, it 
would appear appropriate to consider 
at this point in the business cycle some 
of the principal underlying influences 
affecting its operations. Its economic 
force is probably exceeded only by the 
construction industry in all its branches. 
Depressed conditions in either or both 
of these sectors bears heavily upon the 
overall business picture, hence the avid 
interest of the statistician in develop- 
ments industry-wise. 


The emergence of forces leading to 
less than boom conditions began during 
1953 and were visible to close observers 
both inside and outside of the field. 
With the slackening in business indices 
since the middle of last year, it was 
obvious that 1954 would be a year of 
fierce competition and it has been thus 
far. Retail dealers in widely scattered 
areas are meeting greater sales resist- 
ance and hard selling and intensive pro- 
motion not seen in this line for many 
years are the order of the day. 


These conditions are particularly re- 
flected in average dealer inventories 
which stood at the highest level since 
World War II, as of April first, at 14.3 
cars or about 7% above November 
1953. And inventories will rise further 
unless sales expand with the Spring buy- 
ing season if there is truth in the esti- 
mate that one manufacturer is currently 
selling only 95% of output and some 
probably less. Inability to sell new cars 
at full retail price is reflected in the 
“bootleg” markets which have sprung 
up all over the country. These, despite 
threats of the manufacturers, are sup- 
plied by franchised dealers who are on 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 






the spot financially and must move their 
cars for lack of working capital. 


To say that conditions in the motor 
industry are highly competitive only 
states a fact which is an effect of cer- 
tain causes. Let us examine some of the 
fundamentals of this erratic but vitally 
essential industry. 


Derived Demand 


The demand for automobiles is a 
“derived demand.” derived from the 
services that the auto renders. Demand 
for these services may exist, decrease, 
or increase without necessarily affecting 
the demand for new automobiles. When 
automobile owners decide to make their 
cars operate for one more year instead 
of purchasing a new model, demand for 
the service remains, or may even in- 
crease, but has no effect on the new car 
market. The fact that the number of 
cars in use varies much less than new 
car sales would seem to prove that the 
caH for the services that the automobile 
renders can be disassociated from the 
demand for new cars. If the desire for 
the service which the automobile renders 
is independent of new car sales, then 
what determines demand for new cars? 


Economic relationships are usually 
complex; consequently, for any given 
change in them there may be a multi- 
plicity of casual factors operating to 
produce that change. The automobile 
market offers an excellent example be- 
cause, for a given change in demand, 
there may be anywhere from two to 
ten factors. The following are consid- 
ered the most important factors: con- 
sumer income, existing stock of cars 
and maximum ownership level, pressure 
for replacement, price of automobiles, 
used car allowances, financing terms, 
operating costs, and dealers’ used car 
stocks. 


Consumer income and maximum own- 


DYNAMICS OF INDUSTRY 


Sateen cae 
MOTORS 


BAsIC FACTORS 
IN DEMAND 


ROY S. HEAVNER 


Vice President, Templeton, Dobbrow & 


Vance, Inc., New York 


ership level in relation to existing stocks 
are the most important items. 


Maximum Ownership Level and 
Consumer Income 


The maximum ownership level is 
merely the greatest number of automo- 
biles that could be owned under certain 
conditions of income distribution, pop- 
ulation, price, and highway develop- 
ment. Perhaps another way of phrasing 
it might be the greatest possible “mar- 
ket” under given economic conditions. 


At any one time there is an existing 
stock of cars purchased under certain 
conditions of income and price. These 
conditions may not apply to the pres- 
ent, therefore the number of cars al- 
ready on the road reflects only what 
has happened in the past. If the maxi- 
mum ownership level of auotomobiles 
is in excess of the existing stock of cars, 
the existing stock may be increased by 
new car purchases. If the converse is 
true, then more cars will probably be 
scrapped than sold (this actually hap- 
pened in 1931-2). 


Consumer income also plays an im- 
portant part in determining new sales. 
If consumers are optimistic and income 
is rising, then sales are likely to be 
high but if consumer disposable income 
is falling, sales are certain to be lower. 
The income level not only helps to de- 
termine potential new car sales by help- 
ing to determine the maximum owner- 
ship level, but also influences demand, 
at least partially, by controlling con- 
sumer response. 


Elasticity of Demand to Income 
and Price 


In discussing the relation of con- 
sumer income to demand for automo- 
biles, the effect of elasticity should not 
be overlooked. For example, the demand, 
from an income point of view, is elastic, 
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because for any given change in con- 
sumer income there will be a greater 
change in automobile sales. If the elas- 
ticity is 1.5, then an increase of $1.00 
in consumer income will produce an 
increase of $1.50 in new care sales. It 
should be understood, however, that 
demand elasticity works both ways. If, 
in the above example, consumer income 
declined $1.00 then new car sales could 
be expected to decline by $1.50. Actual 
elasticity varies considerably, but it is 
safe to assume that a given percentage 
change in consumer income will pro- 
duce a greater percentage change in 
new car sales so that when income is 
rising, consumers (as a group) will 
spend more than they usually do on 
automobiles and vice versa. 


In addition to income elasticity, de- 
mand for automobiles may be said to 
have elasticity with respect to price, 
although it is conceded by some econo- 
mists that price is not as important in 
determining automobile demand as 
might be expected. This is not to say 
that price is not a factor, because cer- 
tainly the downward trend of car prices 
during the early history of the industry 
contributed to expanded markets. But 
statistical studies* appear to indicate 
that elasticity of demand with respect 
to price seems to be less important than 
elasticity of demand with respect to con- 
sumer income, or in other words, auto- 
mobile sales are more responsive to 
changes in. consumer income than in 
price. Of course, it may be argued that 
if price could be reduced sufficiently, a 
change might produce a sales response 








- lack of production, 


Member Federal Deposit Insurance Cotporation 


at least as great as 
a change in income, 
but such a price re- 
duction seems im- 
practical, 


War Experience 


During the war, 


plus the higher max- 
imum ownership 
level, created a tre- 
mendous backlog of 
potential new car 
buyers. Elasticity of 
income demand also 
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played an _ import- 
ant part in the post- 
war market. Once 
automobiles became 
available, consumers 
increased expenditures on them out 
of proportion to any increase in income. 
The following table shows the percent- 
age of disposable personal income spent 
on automobiles in the years indicated: 







a oc. 3.2 we 2. 2.4 
nen 2.2 on 2.9 
1931 18 1941 2.9 
ee 1.3 ee ao 1.8 
1933 1.7 ee 2.9 
| acer 2.0 PN eae 3.1 
ie. 2. 2.6 eee 4.2 
pes... 2.9 eon 5.0 
re |. aes 3.9 
a ....... sa OM cocncscses 3.5 


(Average 2.8%) 


Note that consumers expended more 
for automobiles in each year between 
1949-52 than in any one year since 1929. 
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Investigation at General Motors Research Laboratories of the 


and V. Von Szeliski; General Motors Corp., 1938 









cause of brake squeal. 
Replacement Demand 


Replacement demand is another fac- 
tor which should be considered in a de- 
mand analysis of the automobile mar- 
ket. According to certain economists* 
consumers not only adjust the number 
of cars toward some optimum under 
given conditions, but they also adjust 
quality upward by replacement. Re- 
placement demand depends upon in. 
come, price, and trade-in allowances but 
probably the most important factor is 
the total number of cars scrapped in a 
year. This depends upon age and in- 
come factors and is a good theoretical 
indication of the need of replacement, 
if the existing stock of automobiles is 
to remain the same. Actual scrappage 
may be considerably different and re- 
placement of cars scrapped may be 
greatly different than the scrappage rate 
indicates. 





























About 34% of all registered passen- 
ger cars in 1952 were over 10 years old. 
In 1941, only 17% were over 10 years 
old. This discrepancy in age distribu- 
tion is often given as proof that there 
is still a large replacement market for 
new cars. However, the 1941 figure was 
more significant, because the average 
scrappage age of cars was then 10.2 
years compared with 14 years in 1952. 
To the extent that the average age is 
greater and liable to become even 
greater, it would be logical to expect 
that a larger percentage of cars would 
be included. in the “over 10 years old” 
classification. If this is true, then the 
age distribution argument loses much 
relevancy. 





















*Dynamics of Automobile Demand, Roos, C. F: 
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Supply Factors 


It seems trite to state that the supply 
of a commodity such as automobiles de- 
pends upon the number of producers 
and that the number produced by any 
one manufacturer depends upon the 
size of his facilities, yet the combined 
effect of these two factors on the market 
cannot be emphasized too strongly. Size 
of facilities, of course. must be related 
to a third factor which might be called 
production technology, the application 
of which depends, in part, on the size 
of the market. 











Motor making requires a tremendous 
amount of machinery which can _per- 
form several coniplex operations at one 
time with only moderate supervision. 
Furthermore, it should be understood 
that manufacturing and assembly is not 
the only “big” phase but that design 
and engineering are equally important 
parts. For example, it is estimated that 
to design one set of new models takes 


about 30,000 hours. 
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ists‘) This large investment makes it pos- 
mber§ sible for the modern automobile, with 
inder § @ll of its complexity, to be produced at 





a price that will appeal to a large num- 
ber of people. The conclusion is that 
the size of the market has some deter- 
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os mining effect on the investment re- 
or is quired. If the total market were only 
in a 00,000 cars, investment in plant and 
J in. ©quipment would be lower and the sell- 
tical § iE Price higher. 
ment, Size of production facilities is also 
les is telated to the number of producers, the 
ypage B tule being that the more extensive the 
d re-§ investment the greater the probability 
y beg concentration of production in rela- 
> rate B tively few hands (this, of course, pre- 
sumes a market that cannot be infinitely 
expanded), and the greater the difficulty 
issen Hof “entry” into the industry. In this 
s old. type of structure the probability of 
es “combinations” or mergers is large. 
ribu- 
there Merger Trend Appears Early 
t for The early history of the industry 
e was Btends to prove this merger tendency. 
erage § Up to 1923 the new car market was ex- 
10.2 Banding rapidly and new companies 
1952. appeared in the field almost. monthly. 
ge 8B After 1924 the market became relative- 
evel Bly stabilized. In other words, the de- 
xpect B mand for new cars was about as great 
would Bas possible at the then existing income 
old” §— price level and the sale of new cars 
n the § Secame increasingly dependent upon the 
much § 'eplacement of an older model with a 





hewer one. 





With the market no longer expand- 
ing, producers’ were faced with the’ dis- 
‘oncerting prospect of excess capacity. 
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Although for 1923- 
29 average produc- 
tion of passenger 
cars was consider- 
ably above that of 
the previous 7 
years, withdrawal 
from the industry, 
either forced or 
otherwise, was as- 
tonishingly ra pid 
after 1922. The size 
of the market simp- 
ly would not sup- 
port the number of 
producers, in spite 
of the downward 
trend of car prices. 
Producers were 

forced to fight to 
obtain a share of the 
market; certain manufacturers could not 
support high costs in connection with 
the rapid changes in style and tech- 
nique obsolesence, and gradually pro- 
duction became more and more con- 
centrated as the market “jelled.” 


“Sun Valley,” 


Today the industry is one of tremen- 
dous investment in plant and machinery 
by relatively few producers. In 1953 
about 91% of passenger cars were 
manufactured by 3 companies and 9% 
by 5 companies. Conditions of entry 
into the industry are all but prohibtive 
and since the market is generally thought 
to be mature no effort is made to enter 
the field. (Kaiser’s attempt in 1947 may 
be considered abortive). In other words, 
capacity is relatively fixed with regard 
to the number of producers. 


1929 





the 1954 Mercury design which permits enjoyment 
of mountain views without glare or burn. 


Normal demand for automobiles in 
1940-41 was probably in the neighbor- 
hood of 3 million to 3.2 million cars, 
yet the capacity of the industry was 
around 6 million cars, and costs in rela- 
tion to production were high. By 1947- 
48, however, normal demand was con- 
siderably in excess of 3.2 million cars 
because of the higher maximum owner- 
ship level and increased replacement 
demand. 


This condition was brought about 
largely by the shift in income levels 
and economic status which took place 
between 1941 and 1946. Because of the 
war, the adjustment to a larger car 
population was deferred until after 
1946. Although price controls and pro- 
duction difficulties interfered with rapid 


During the last twenty-five years we have 


learned much about investment advisory 
service to banks. . 
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YEARS 


Experience has taught. us what is needed 
and how to supply it efficiently and « 
economically. e. 


e The investment problems of your trust 
department will not be new to us. We 


1954 


can help you solve them. 
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realignment, the fact that active demand 
was deferred made the readjustment all 
the more spectacular. 


Profit Margins Widen 


With demand at record levels in 
1949-50, the situation was almost ideal 
for established manufacturers and when 
demand could not be satisfied by Gen- 
eral Motors, Chrysler and Ford sales 
overflowed to the smaller producers. 
There were no new companies in the 
field with the exception of Kaiser- 
Frazer, which ceased to be a real threat 
after 1948. Profit margins widened 
rapidly because all facilities could be 
used to the maximum, and costs were 
low in relation to production, as shown 
by the following table. 

Average* 
Profit Margin 
1940-41 1949.50 % 


pre-tax pre-tax Increase 


General Motors 20.9 24.3 16 
Chrysler 10.3 12.9 25 
Studebaker . 57 9.6 68.5 
Nash ..... 6.5 13.0 100 
Hudson 6.5 9.6 47.5 


*Standard & Poor’s. 


Note the much better performance of 
the smaller producers, typical in such 
an industry structure. Since demand was 
so great during the 1949-50 period, the 
smaller producers came in for a larger 
share of the market than in normal 
times and were able to use their smaller 
capacity more efficiently. Approximately 
the same amount of fixed costs, dies 
and tools were amortized over a much 
larger production. 





Photo from Cities Service Company 


New Jersey Turnpike, a 118-mile super high- 
way for speeding flow of both passenger 
traffic and trucks. 
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Scale model layout which helped speed planning of dual purpose operations at Buick- 
Oldsmobile-Pontiac Assembly Division Plant in Kansas City, Kans. Note planes in fore 
ground, autos at top. 


Lower Demand — Narrower 
Margins 


The difficult entry characteristics of 
the industry work to its advantage in 
periods of rising sales especially in the 
case of the smaller producers. However, 
under different economic conditions the 
picture may be altered greatly. With a 
smaller demand over the next several 
years, actual ownership of cars may 
now approximate the maximum owner- 
ship level at current income levels and 
owners may now have adjusted the 
quality of their cars upward sufficiently. 
The high fixed cost, large investment 
characteristic then becomes a distinct 
handicap. 


Sales decline and smaller producers 
tend to lose their position in the mar- 
ket because of weaker dealer positions. 
Production costs do not drop in propor- 
tion, since dies and tools must be used 
if only 1,000 cars are manufactured. 
Larger corporations are not so radically 
affected for obvious reasons. General 
Motors’ die costs on the Chevrolet are 
probably not much higher than the die 
costs on the Nash Rambler, but the 
General Motors’ die costs may be amor- 
tized over possibly 850,000 cars, while 
Nash will have to amortize its costs on 
a production of 40,000 cars. For the 
same reason, General Motors can better 
afford to incur larger design costs and 
technical development costs. In such a 
situation, the squeeze on profit margins 
for the independents is great, as the 











following table of what happened in the 
shrinking market in 1937-38 will show. 







Profit Margin Percentage* 





( pre-tax) 


f 
To 


1938 Decrease 








1937 
General Motors... 16.6 14.8 ll 
Chrysler 9.8 8.3 15 
Studebaker 3.2 0 100 
ree 6.3 0 100 
Hudson 6.2 0 100 







Reduced Output in Prospect 





Predictions of 1954 production range 
anywhere from 10% to 25% _ below 
1953 output of 6.1 million units. Vol- 
ume in 1954 will depend to a great ex: 
tent on how well consumer income holds 
up and the “state of mind” of the con- 
sumer regarding the spending of that 
income. The decision to buy can now 
be postponed because of the greater 
stock of cars in relation to maximum 
ownership level, and the fact that qual- 
ity has been adjusted upward suffici- 
ently. Although disposable personal in- 
come for the first quarter of 1954 only 
declined to $249.1 billion from the 
$249.3 billion of 1953’s last quarter, 
consumers, after a slow start in cal 
registrations for January and February, 
registered 480,731 new cars in March 
to bring the first quarter total to 1,191, 
021 cars, according to a compilation by 
R. L. Polk & Co. Factory sales for the 
same period are reported at 13.5% 
under the comparable 1953 quarter. 
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In 1955, disposable personal income 
may be at the same level as in 1953. 
For this reason, the stimulus to auto 
sales stemming from a shift in income 
levels is not likely to be strong. The 
important factor in the 1955 market 
will be replacement; owners who pur- 
chased new cars in 1950 and 1951 may 
wish to grade the quality upward. Re- 
placement of a percentage of autos sold 
during these years will provide manu- 
facturers with potential sales. Even so, 
production in 1955 may not be over 
5.2 million or 5.3 million automobiles. 


With the existing concentration of 
production in a small group of power- 
ful companies, competition is certain 
to be intense and unrelenting with the 
smaller units barely able to keep their 
heads above water. This may force the 
independents into mergers, as witnessed 
by the recent Nash-Hudson amalgama- 
tion, and perhaps greater mutual co- 
operation in selling, display and promo- 
tion techniques. Likewise, there may 
well be a trend toward integration of 
facilities similar to Chrysler’s acquisi- 
tion of Briggs which will provide an 
assured source of component parts. 

It becomes evident, accordingly, that 
the securities of the smaller independent 
motor makers are relatively less attrac- 


Television history . . . ABC-TV cameras 
record the proceedings of Continental Can 
Company’s recent annual stockholders’ meet- 
ing in the Grand Ballroom of New York’s 
Hotel Biltmore. When the filmed session 
was shown on a recent telecast of John 
Daly’s “Open Hearing,” it marked the first 
time that the general public was admitted to 
this important phase of American business 
procedure through their TV sets. Execu- 
tives and directors are seated at the long 
table to the left. General Lucius D. Clay, 
Chairman of the Board, is shown speaking. 





tive than those of their big brothers ex- 
cept in non-competitive “flush” markets 
such as existed in the 1947-1951 period. 
A corollary is that some of the stocks 
of sound, small accessory manufactur- 
ing companies may have merit if ob- 
tainable substantially below book value, 
because of the possible integration 
swing. 


A Billion Dollar Trust 
Department 


More than a bhillion dollars of trust 
funds are administered by the trust de- 
partment of Fidelity-Philadelphia Trust 
Co., representing 6,500 trust accounts 
ranging in size from personal trusts of 
a few hundred dollars to multi-million 
dollar pension trusts. About half of the 
trusts are $25,000 or less, according to a 
recent issue of The Fidelity Corre- 
spondent. 


Eight seasoned vice presidents head 
the department, and more than fifty 
people devote their entire time to the 
analysis of securities and the investment 
of funds. The officers of the Trust Invest- 
ment department meet with top officials 
of leading United States companies and 
the results of these personal visits, to- 
gether with extensive industry surveys 
prepared by the Research Department, 
provide a basis for formulating invest- 
ment policy. The largest investment in 
the common stock of any one company 
is 50 million dollars, and Fidelity has in- 
vested more than a million dollars in the 
common stock of each of 88 different 
companies. 


The discretionary Common Trust Fund 
was one of the earliest to be established 
and is presently the largest in the na- 
tion. The discretionary and legal funds 
total over $91 million, with nearly 3,400 
accounts participating. 


Need help on your investment portfolto? 


ASK US TO CALL ON You! 


Today, a proper balance of tax-free state and 
municipal bonds and U.S. Government bonds 
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may increase the net earnings from your 
bank’s bond portfolio. The management of 
these types of investments requires research 
facilities, technical knowledge and continued 
close attention to trends and taxes. 

The Bond Department of The Northern 
Trust will be pleased to review your present 
investments with you and discuss the plan- 
ning of a balanced bond program. We will 
be happy to have an experienced Bond Offi- 


cer call at your convenience. 
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Apr. Mar. Apr. 1953-54 1951-52 1946-50 1941-45 1931-40 1919-1930 restri 
1954 1954 1953 —_————____—_________— Range for Period ———<—<——<—<— ———__——————_—__ T ‘ 

1. U.S. Government Bond Yields rust 
8-Year Taxable Treas. 1.43 1.52 2.59 2.68-1.43 2.35-1.68  1.68-0.90 1.82-1.07 (a) (a) (a) have 
5-Year " — nn 1.75 1.85 2.70  2.80-1.75 2.44-1.76  1.87-1.06 1.70-1.24 (a) (a) (a) has « 

10-Year * en 2.33 2.41 2.87 3.02-2.33 2.64-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) id 
Bank 2% 2.46 2.50 3.02  3.08-2.46 2.81-2.21  2.48-1.96 2.48-2.03 (a) (a) (a) servic 
Victory 244s % 2.46 2.50 3.01 3.07-2.46 2.81-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) Fund 
$%'s, 1988-78 __._.__ % 2.69 2.74 3.25 3.26-2.69 (b) (b) (b) (b) (b) help 

% Corporate Bond Yields 

Aaa Rated Long Term _.._.__- - % 2.87 2.85 3.29 3.44-2.85 8.04-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 Pex 

Aa 4 4 a 3.02 3.01 3.36 3.52-3.00 3.10-2.70  2.98-2.58 3.06-2.66 7.08-2.90 6.84-4.59 

A “7 4 Try (ees: Gh 3.15 3.15 3.51 3.69-3.15 8.34-2.87 3.28-2.67 3.89-2.78 9.23-3.35 7.71-4.91 the F 

Baa ” 4 To | iepicntietionomee % 3.47 3.47 3.73 3.90-3.47 8.64-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 cost. 
% Tax Exempt Bond Yields sa. 

Aaa Rated Long Term ____-___- 7% 2.17 2.06 2.22  2.72-1.98 2.00-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (b) (ec) 2 

Aa ss fe 2 agian 2.29 2.19 2.51 2.96-2.16 2.25-1.387  2.21-1.04 2.11-1.21 8.02-1.78 (b) (c) exces: 

A ¥ Ute. Geman % 2.67 2.66 3.01 3.34-2.61 2.67-1.72  2.64-1.28 2.49-1.49 3.29-2.11(b) (ce) 

Baa” DN adenine % 3.19 3.12 3.36  3.79-2.96 2.98-1.98  3.05-1.57 2.94-1.80 3.71-2.60(b) (ec) me 

4. Preferred Stock Yields I 

Industrials—High Dividend Series ' 
ES ae 3.88 $88 4.17 4.25-3.88 4.10-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 ; 
Medium Grade is % 4.84 4.94 5.08 5.28-4.84 4.96-4.68 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 ! 

Industrials—Low Dividend Series 1 
High Grade % 3.71 3.67 8.92 4.02-3.67 3.90-3.45  3.92-8.27(d) (d) (a) (d) H 
Medium Grade >>> Ss % 4.08 4.06 4.24 4.39-4.05 4.20-8.80  4.20-3.52(d) (a) (da) (d) | 

Utilities—Low Dividend Series ; 
High Grade —.____ % 4.01 3.89 4.28 4.45-3.89 4.25-3.77  4.24-8.40(d) (d) (d) (@) : 
Medium Grade _. -- -— —s—s—« % 4.29 4.27 4.66 4.87-4.27 4.71-4.19 4.65-3.69(d) (d) (d) (d) 1 

6. Common Stocks H 

125 Industrials—Prices (f) — $90.76 85.53 75.56  90.76-70.63 . 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) ' 
125 Industrials—Dividends (f) $ 4.41 4.34 4.17 4.41-4.15 4.55-4.18  4.44-1.76 1.94-1.52 2.05-0.72 2.58-2.16 (e) i 
125 Industrials—Yields % % 4.86 5.07 5.52 5.88-4.86 6.84-5.14  7.29-3.20 7.71-8.56 10.18-2.59 6.21-3.19 (e) t 

P I 

(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d) —Low Dividend Preferred Yield Averages in this series date from ' 

(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. r 

(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—125 Industrials Averages date from Jan. 1, 1929. } 
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EXPERIENCE WITH COMMON FUND 


HE NEED FOR A BETTER METHOD OF 
« fpertsend diversified investment for 
small discretionary trusts was the main 
reason for starting a Common Trust 
Fund at Lincoln National Bank, Cincin- 
nati, Guido J. Gores, assistant trust 
officer, told the Ohio Trust Conference 
at Columbus on April 28th. The invest- 
ment management of these trusts had 
been time consuming and still unsatis- 
factory. “The Common Trust Fund has 
changed the problem entirely.” Invest- 
ments for the Fund receive more care- 
ful consideration than any other, yet 
because each investment is so small a 
proportion of the whole Fund, “you 
avoid the . . . need of sacrificing other- 
wise satisfactory characteristics for in- 
come alone.” After two and a half years, 
Mr. Gores said, “we feel that our invest- 
ment experience has thoroughly justi- 
fied the establishment of the Fund.” 
This Fund is about equally divided be- 
tween fixed income securities and equi- 
ties and its current yield at market value 
“js not materially different from that of 
the average of our small trusts before 
the establishment of the Fund.” 


Among other advantages of a Com- 
mon Trust Fund, the speaker pointed 
out that with a certain type of prospect 
the Fund was a good sales argument, 
and that there is “some intangible ad- 
vertising value” in spite of the rules 
restricting advertisement of Common 
Trust Funds. “Clearly you can say you 
have one.” If a competing institution 
has one, and the customer thinks the 
service has value, a competently run 
Fund in one’s own institution should 
help the competitive position. 


From the operational point of view, 
the Fund reduces overall bookkeeping 
cost, Mr. Gores stated. On the income 
side “we are now saving annually in 
excess of 500 entries in the individual 


Scudder 


trusts against which we have approxi- 
mately 120 annual entries in the Com- 
mon Trust Fund.” On the principal side 
a similar situation exists, except during 
the period of transferring individual 
trusts in the first year or two, when 
there may be an increase in entries. 
After that there should be a continuous 
net reduction, because the bulk of par- 
ticipations will be those for which the 
bank has an initial investment problem 
anyway. “In our second year — a year 
of rapid growth — the total number of 
principal entries in the Fund was 64. 
This year our entries will probably be 
less than half that . . . in spite of the 
fact that we have 34 separate trusts in- 
cluded in our Fund varying in size from 
a bare $100 to a maximum slightly in 
excess of $40,000.” 


The preparation of income tax re- 
turns is simplified, the speaker ex- 
plained, for after the income and capi- 
tal gains taxes are worked out for the 
Fund, the appropriate unit figures are 
transferred to individual trust returns. 
The Fund’s fiscal year is planned to 
permit completion of its tax work in 
advance of individual fiduciary returns. 


Time is saved on investment reviews. 
Trusts which are participated in full 
need only the most routine annual re- 
view to comply with the statutes. More- 
over, a customer who has faith in the 
institution and accepts the explanation 
of the desirability of the Fund, will not 
request thereafter as many consultations 
on investments. Statements to fully par- 
ticipated beneficiaries are simplified 
also . . . “you present to them your 
printed annual report.” The- amount of 
auditing is reduced, once the auditors 
and bank examiners are adjusted to the 
Fund’s existence. There are fewer se- 
curities to count, fewer items to recon- 


Prospectus on request: 


Finally, it is possible to arrange the 
admission and withdrawal periods, and 
income remittance periods, at those 
times in the quarter when the trust 
accounting department normally faces 
no unusual demands, thereby evening 
the work load. 


Balancing these gains are some dis- 
advantages, Mr. Gores said. He re- 
viewed among these the difficulty of 
mastering a completely new device, the 
explanations to beneficiaries, the ex- 
penses of the Fund — chiefly the initial 
expense, the publicity of investments, 
which if unfavorable might produce 
adverse comment, and the decision as 


First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
‘the efficient ‘“‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line’’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
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to when to start. In general the Fund 
was willingly accepted by beneficiaries, 
the speaker stated, only two out of sixty 
approached so far at Lincoln having 
been flatly opposed. Participations are 
limited by two considerations: no sig- 
nificant reduction of income to the 
beneficiary should result, and the trust 
should not pay a significant capital 
gains tax in order to anticipate. Some 
trusts, therefore are being participated 
step-by-step over several years, and 
others can never be participated in full. 
Other problems with beneficiaries are 
the necessity for helping them adjust to 
a regimented quarterly income remit- 


tance date, and handling the people who 
persist in regarding their trust as a 
drawing account. To date, the speaker 
said, his institution had met no difficul- 
ties of the latter kind. but “undoubtedly 
at some time in the future we will have 
to stretch a point once in a while.” 


Expenses of the Fund are chiefly con- 
cerned with setting it up .. . the draw- 
ing of the agreement by competent 
counsel, and the training of the staff 
for operation of the Fund. (Lincoln 
Bank had been able to pay these out of 
high tax dollars, Mr. Gores said, but 
whether that could be done in the fu- 
ture remained to be seen.) If the bank 
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generations, many families have 
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details of estate management. On 
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trust services in Philadelphia are needed. 
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decides to reduce fees for trusts wholly 
participated in the Fund, the resultant 
loss of revenue should be considered in 
the expense column. As for audits, the 
speaker said that they “would be there 
anyway,” but that when billed separate. 
ly, as with the Common Trust Fund. the 
cost was more noticeable. While it is 
permissible to charge audit costs to the 
income of the Fund, his bank prefers to 
absorb the cost. When a Fund is large 
the audit cost is small in proportion. 
but that is not so while the Fund is of 
moderate size. 


In regard to publicity, Mr. Gores 
said, “I know of no answer to this 
quirk of human prejudice.” As to the 
starting time, however. the superior in- 
vestment management of the Fund 
would make things work out satisfac- 
torily over the long run, no matter when 
the Fund was started. in the speaker’s 
opinion, but he said this might not be 
true of certain individual accounts par- 
ticipating in the Fund relative to their 
performance as separate accounts. 


After exnerience with the operation 
of its Fund. his bank believes that a 
Common Trust Fund belongs in any 
trust department regardless of size. Mr. 
Gores said in concluding his address. 
“Tf we were to undo the Common Trust 
Fund today, we would be utterly amazed 
at the amount of additional work we 
would have suddenlv forced upon our- 
selves, the work that the Fund has 
saved us.” The levelling down of large 
individual capital concentrations indi- 
cates that if trust business is going to 
survive it must convince the American 
public that it is adequately set up to 
handle effectively amounts of $50.000 
and less. “We have a great deal to offer 
in the trust device that no security 
dealer can offer in the open-end invest- 
ment company.” 


A A A 


Record Mutual Fund Ad 
Hugh W. Long & Co., Inc., sponsor 


of mutual funds, opened a new era in 
publicity of that subject with the 244 
page New York Times advertisement of 
Fundamental Investors, Inc. This is the 
largest amount of space ever purchased 
from The Times for a financial adver- 
tisement other than redemption notices, 
and is attributable to inclusion of the 
fund’s full prospectus. Under the Fed- 
eral Securities Act of 1933 no mutual 
fund advertising other than “card” ads 
offering a copy of the prospectus is per- 
mitted unless the ad contains the full 
prospectus as filed with the Securities 
and Exchange Commission. 
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ANNUAL REPORT - 1953 


STANDARD OIL 


report 
that concerns everyone! 


THE BUSINESS OF FINDING, refin- 
ing and bringing to market the 
world’s oil is a big and continuing 
job—one in which Standard Oil 
Company (New Jersey), among 
many others, plays a significant part. 


How this job is done affects Amer- 
ica in many ways—and is therefore 
important to every American. Our 
Annual Report for 1953, recently 
mailed to the 284,000 shareholders 
who own this company, tells about 
our part in this job, and some of its 
high lights may interest you. 


* * * 


Today, when many thoughtful 
people are wondering about the eco- 
nomic future, we’re glad to say that 
things look good to us. As far as we 
can see from the evidence available, 
the economy of the free world is 
stronger now than at any time since 
World War II. 


But more important than hopeful 
words are positive actions. 


Since 1946 Standard Oil Com- 
pany (New Jersey) and its affiliated 
companies have spent nearly 4 bil- 
lion dollars on new facilities to help 
supply the oil needs of free people... 
a 4-billion-dollar vote of confidence 


in the future. This year we intend to 
invest even more than the 500 mil- 
lion dollars we spent last year. 


The result? Continuously increas- 
ing reserves of oil in the ground. 
Modern equipment. More efficient 
operations. New and better products. 


Our customers used more oil in 
1953 than ever before, which meant 
that people lived better, that indus- 
try was more active, that the free 
world’s economy prospered. 

We took in more money, and paid 
out more wages and salaries to em- 
ployees, more taxes to governments, 
more dividends to shareholders than 
in any previous year. 

Esso research made great strides 
...outstanding gasolines and lubri- 
cants were among the results of 
dynamic progress in this field. 

* * * 
These activities—these investments 
made to get people the oil they need 
—are vital factors in our nation’s 
economy, for they directly affect 
thousands of businesses and individ- 
uals. And everybody benefits. 

This is a continuing process. It 
has been our job for 72 years. It will 
continue to be our job. 


IF YOU'D BE INTERESTED in receiving a copy of our 1953 Annual Report, 
write Standard Oil Company (New Jersey), Room 1626, 


30 Rockefeller Plaza, New York 20, N. Y. 


COMPANY (NEW JERSEY) 


and affiliated companies 





For Corporations, 
Estates, Individuals... 


Entrust your 
FIDUCIARY NEEDS 
in the 

INATION’S CAPITAL 
to 


American Sccutity 


& TRUST COMPANY 
15th St. & Pennsylvania Ave., N. W. 
Washington, D. C. 

Daniel W. Bell, President 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL ‘RESERVE SYSTEM 


* 


Don’t forget 
The Greater 


New York Fund 


HELP 


All Boroughs 
All Races 
All Creeds ! 


* 





THE CAPITALABOR TEAM 


“Career Opportunities for College 
Graduates in the Chase National Bank” 
provides the senior college student with 
a brief, well-organized and well-illus- 
trated statement of his chances at the 
Chase, if he should seek a banking career. 
It describes what the bank’s training 
group does in the first and second years, 
how the first job assignment will be 
made, and what are the rewards in terms 
of salary, other benefits and advance- 
ment. The booklet was mailed to place- 
ment directors in 50 colleges. The bank’s 
officers who have been interviewing stu- 
dents report a favorable reception. 


% * * 


Two pocket-sized booklets explain to 
the employees of County Trust Co., 
White Plains, N. Y., the system which 
lies back of “Your Job and Its Evalu- 
ation” and “Your Performance and Its 
Evaluation.” Modern job evaluation is 
explained against the background of 
early attempts among the medieval craft 
guilds and the more recent activities of 
the United States Civil Service Com- 
mission. A clear distinction is made be- 
tween the worth of the job and the 
worth of the individual, and finally the 
method of setting a value on performance 
for either advancement of the employee 
or his further taining is explained in de- 
tail. 

*% ok * 

The April 20 “Employee Relations 
News Letter,” circulated among General 
Electric’s management, contains two 
charts of importance to those connected 
with the company in any way. One com- 
pares the GE pay rise of 27.9% since 
the Korean war started in 1950 with the 
cost of living increase of only 13.1%. The 
other is a breakdown of the sales dollar 
expressed visually, in cents, and in per- 
centages to show how much went to 
outside suppliers (42-1/10%) employ- 
ees (38-3/10%), government (12-9/10%), 
share owners (4%), and reinvestment 
(2-7/10%). 


Apropos of the current interest in 
guaranteed wages, GE recalls that in 
1943 the National War Labor Board re- 
fused to grant this demand to any union 
seeking it, cites its own voluntary ex- 
periments in certain departments as far 
back as 1931, and points out that since 
various. states adopted unemployment 
compensation plans, with the entire cost 
charged to employers, the Company 
dropped its experiments in this field. 


* * * 


Productivity is likely to replace cost- 
of-living as the union battle cry for 
1954, with union leaders demanding that 
benefits from increased productivity be 
handed to workers in higher pay, 
and management favoring price cuts, ac- 


cording to a study in the April 23 issue 
of U. S. News & World Report. The 


article cites the following productivity J 


annual changes: rose during World War 
II, fell back in 1946, back to normal in 
1947, up 4.2% in 1948, up 5.4% in 1949, 
up 6.8% in 1950, up 0.2% in 1951, up 
3.9% in 1952, and the same amount in 
1953. Factory efficiency for 1954 so far 
is estimated as up 2.2%. 


In particular industries, man-hour out. 
put for steel in January 1954 was 4.2% 
below the record 1953 rate; in mining 
it is up 1.4% above the 1947-53 period; 
railroads show a gain of 2.8% for the 
six year period with practically no 
change in the last three years; electric 
utlities rose 5.9% in six years; in the 
telephone industry productivity dropped 
in 1952 and 1953 but is still 2% higher 
than 1947. Productivity is not new as a 
wage increase argument, but has already 
been introduced in a number of 1954 
negotiations, and will probably appear 
in more. 


%: HE cd 


In the 64 page booklet, Woolworth’s 
First 75 Years, which reviews the de- 
velopment of that famous merchandising 
firm from its earliest beginnings, a page 
on “The Investor” describes how F. W. 
Woolworth Co. came into being by an 
exchange of shares for all the capital 
stock of four companies and all the as- 
sets of three others which it supplanted. 
The founders, who held all the stock, 
determined to offer to the public through 
bankers $6,000,000 par value of a total 
of $15,000,000 of preferred stock, and 
$7,000,000 par value of a _ total of 
$50,000,000 of common stock. Also 
$1,500,000 of either preferred or common 
stock was reserved for distribution to 
employees. It was offered to store man- 
agers and executives at $50 a share for 
common and $100 a share for preferred. 
Managers of 217 stores subscribed. This 
was in 1912. By 1923 all the preferred 
stock had been retired at $125 per share. 
By 1925 year-end $50,000,000 of “Good 
Will” had been written down to a nom- 
inal $1. 


Every investor is a successor to one 
of the founders, as the company has 
never made a public offering of its se- 
curities. Growth — and the retirement 
of the $15,000,000 of preferred stock 
— has come entirely from retained earn- 
ings. As more shares have become avail- 
able through stock dividends and li- 
quidation by original holders, the num- 
ber of investors has increased — 10,000 
in 1929, and today 88,000 stockholders 
hold a total of 9,750,000 shares. The 
company has paid a dividend every yeat 
since its incorporation, has more than 
doubled its surplus in the last decade. Its 
fiscal policy is liquidity. 
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The “capital risk” ad of Cities Ser- 


vice, contrasting the ancient Armenian 
merchant who floated his wares down- 


stream to Babylon with the modern super 
tankers launched this year for Cities 
Service’s fleet, presents a good story with 
the contrast in transportation and the 
identity of the capital risk and profit 
making principles between the two eras 
2400 years apart. The ad seems to strive 
for the impression that C.S. is first in 
tankers, however, rather than to pinpoint 
the service performed by investors who 
make possible either the raft or the mod- 
ern steel ship. Moreover, the contrast 
between the sole owner Armenian of 
500 B.C. and modern corporations with 
thousands — or even a million — share- 
holders offers a medium for discussing 
the essential democracy of modern big- 
business. 


“Who gets the lion’s share?” inquires 
an ad of Union Oil Co., “the employees? 
... the tax collector? . .. the stock- 
holders? . . .” Actually, the ad explains 
after telling how much of total earnings 
each of these received, the lion’s share 
(almost twice all the others combined) 
went to “more than ten thousand com- 
panies and individuals we do business 
with.” 

Basic Refractories, Inc., whose adver- 
tisements on the benefits of Big Business 
have been reported in these columns, has 
issued a collection of the 1953 ads in 
booklet form, and is continuing the series 
through 1954. The Company received the 
George Washington Medal from Feedoms 
Foundation for its 1953 campaign. 


A novel method of explaining the eco- 
homie significance of items in the 
cMmpany’s annual report appears in 
Johnson & Johnson’s employee maga- 
tine, the Bulletin. Six pages of 
Mingled cartoons and photographs show 
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the Company’s man, Scoop, explain- 
ing these things to Old Timer, a 
prospector working the land which the 
Company has purchased for a new plant. 
Scoop shows Old Timer how they “find 
gold” although they don’t dig, in the 
literal sense. He points out (with figures, 
too) the year’s total sales, the cost of 


materials, the amount of salaries, wages’ 


and employee benefits, the taxes, the re- 
pair and replacement of machines, re- 
serves for expansion, and the payments 
to stockholders. In conclusion Scoop 
shows Old Timer a comparison of the 
year’s “prospecting” with 1952. Old 
Timer then determines to do his future 
prospecting for J&J. In the cartoons Old 
Timer comments on every item except 








the dividends to stockholders. It seems 
to us that J & J missed a trick in omit- 
ting comment at that point... but the 
interpretation as a whole merits ap- 
plause, 


The winter 1954 issue of General Mills 
Horizons, published for the company’s 
stockholders, réports an educational pro- 
gram in the field of basic economics 
which is closely related to the theme of 
this column, even though it is not ad- 
vertising in the strict sense of the word. 
The company’s founder, James F. Bell, 
became concerned some years ago over 
the degree to which Americans take 
America for granted. Stimulated by him, 
the company worked with educators and 
economists to experiment in the inter- 
pretation to youngsters, as part of their 
regular studies, of the economic factors 
which make their unique way of life 
possible. 


The economic story of America was 
expréssed in colorful picture panels, film- 
strips, and illustrated versions of Robin- 
son Crusoe and the Swiss Family Robin- 
son, and these materials made available 
to fourth, fifth and sixth grades in every 
state. The company then analyzed the 
reports of 400 teachers representing the 
experience of over 11,000 pupils in 25 
states. The results show that 100,000 
9 to 11-year-olds are from % to % better 
informed on free-choice America than 
they were before pursuing these studies. 


Now two new leaflets are in prepara- 
tion, and the company looks for the day 
when school authorities and text-book 
publishers will take over the problem 
entirely. It believes that “only an en- 
lightened youth can guarantee continu- 
ation of the business system in which 
companies like General Mills can pros- 
per.” 





How American Economy Works 
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His need for food and shelter soon overcame his sadness, however. The next 
day was clear and calm. He swam-to the shi 
Once there, he made a raft and loaded it with goods. 


S$ First L will take quns, powder, tools....and what food 
nd clothing Lcan tind. The gold coins are of no use to 
me now. I must first save things that will make 

living easier and more comfortable in the future 





ship to see he could salvage. 











evenif I must give 
up saving some 
the things 1 could use 







485 





TRUST PERSONNEL CHANGES 


CALIFORNIA 


Lauren H. Conley elected vice presi- 
dent. With the bank since 1935, Conley 
was named manager of the invest- 
ment department in 1939 and elected 
assistant vice president in 1951. 


Los Angeles 
UNION BANK & 
TRusT Co. 


John G. Hatfield advanced to vice 
president and trust officer; Conrad 
R. Johnson to assistant vice president 
and trust officer. 


San Francisco 
AMERICAN 
Trust Co. 





Cc. E. JOHNSON 
San Francisco 


L. H. ConLey 
Los Angeles 
San Francisco 
ANGLO CALIFORNIA 
NATIONAL BANK 


Joun G. HATFIELD 
San Francisco 


Allard A. Calkins, chairman of the 
board and chief executive officer, re- 
tired April 30 under the bank’s plan. 
Paul E. Hoover, continuing in the 
office of president, will be chief executive officer of the bank, 
and the office of chairman of the board terminated. 


COLORADO 


Denver 
UNITED STATES 
NATIONAL BANK 


Miss Jane Ashby elected asst. trust 
officer, the only woman now serving 
as an officer in a major Denver bank. 
Assistant manager of the investment 
department since last July, Miss Ashby is in charge of the 
popular Women’s Finance Forums sponsored by the bank 
each fall. 


CONNECTICUT 
Danbury Walter J. Van Lenten, trust officer, 
DANBURY named a vice president. No successor 


has yet been named to replace the late 
Charles Jost, president. 


NATIONAL BANK 


Hartford 
HARTFORD-CON NEC- 
TICUT TRUST Co. 


Middletown 
‘CENTRAL NATIONAL 
BANK & Trust Co. 


Reese H. Harris, now vice president 
in charge of the trust department, ad- 
vanced to senior vice president. 


Raymond H. Jonas elected vice presi- 
dent, having been heretofore trust of- 
ficer. He has been with the bank since 
1942. 


° FLORIDA 


Miami Jay Knox, former trust officer of 
FIRST First CAMDEN (N. J.) NATIONAL 
NATIONAL BANK BANK & Trust Co., became affiliated 

with the Miami bank. 





GEORGIA 


Henry Grady Griner and Perrin §, 
Hill elected asst. trust officers. 


Atlanta 
CITIZENS & SOUTH- 
ERN NATL. BANK 


ILLINOIS 


Robert E. Lenington, trust officer, ap. 
pointed chairman of the trust invest. 
ment committee, succeeding William 
K. Otis, recently retired. 


Chicago 
City NATIONAL 
BANK & Trust Co. 


REESE H. HArrRIs, JR. 





JANE ASHBY 


Denver Hartford Miami 
IOWA 
Sioux City Merle H. Johnson joined the bank as 
FIRST trust officer. A graduate of U. of Iowa 


NATIONAL BANK College of Law in 1934, where he was 
note editor of “Iowa Law Review,” 
Johnson has been since 1947 on the staff of the chief attorney 


in the Des Moines Veterans Administration. 


KANSAS 
Salina C. N. Hoffman, Jr., vice president and 
NATIONAL BANK trust officer, now heads trust depart- 
OF AMERICA ment, succeeding G. H. Bramwell who 


has become president of newly organ- 
ized First Trust Co. 


MARYLAND 
Baltimore Frank V. Tangney and Ronald D. 
FIRST Ball are now trust officers. 


NATIONAL BANK 


MASSACHUSETTS 
Boston Carl B. Nowell elected secretary, re- 
NEW ENGLAND linquishing his title of trust officer. 
TRusT Co. He replaced Fletcher C. Chamberlin, 


elected a vice president earlier this 
year. Herbert E. Bancroft appointed trust officer. 


Boston Thomas G. Brown, Jr., elected asst. 
STATE STREET trust officer. 
Trust Co. 
MINNESOTA 
Minneapolis Kenneth H. Dally named asst. trust 
MARQUETTE officer. He has served as County At- 


NATIONAL BANK torney for Hutchinson County. 











FINANCIAL OFFICER 


Accountant, controller and attorney, 43, 
thoroughly experienced in corporate 
affairs and taxation desires connection 
with financial institution, preferably in 
Virginia. 

Box S-44-6, Trusts and Estates 

50 East 42nd St., New York 17 


TRUST OFFICER WANTED 


Young man qualified to fill position of 
assistant trust officer or trust officer in 
industrial community in fast-growing 
Mid-west bank. Experience in estate plan- 


ning, with personality inspiring confi- 
dence. Opportunity for advancement. At- 
tractive salary, pension, insurance and 
hospitalization. Replies held in strictest 
confidence. 


Box H-45-3, Trusts and Estates 
50 East 42nd St., New York 17 





EXECUTIVE POTENTIAL 


Excellent opportunity in Trust Depart- 
ment of medium sized New York City 
bank. College degree. 3 to 5 years per: 


sonal trust experience. Legal background 
would be helpful. Married. Age range 
30-35. Write fully in strictest confidence. 


Box H-45-4 Trusts and Estates 
50 East 42nd St., New York 17 
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NEW JERSEY 


Westwood 
FIRST 
NATIONAL BANK 


NEW YORK 


Auburn 
NATIONAL BANK 
or AUBURN 


Middletown 
ORANGE COUNTY 
TrusT Co. 


Rome 
FARMERS NATIONAL 
BANK & TRUST Co. presidency. 


NorTH CAROLINA 


Greensboro 
GUILFORD 
NATIONAL BANK 

last August. 


PENNSYLVANIA 
Philadelphia 


ING & TRUSTS 





IN MEMORIAM 


THATCHER M. Brown, senior partner 
of Brown Brothers Harriman & Co., New 
York. 

RocerR G. CUNNINGHAM, attorney of 
Janesville, active on the legislative com- 
nittee of the Corporate Fiduciaries Asso- 
tiation of Wisconsin, and a director of 
the First National Bank of Janesville. 


CHARLES JosT, president of DANBURY 
(Conn.) NATIONAL BANK. 


CHARLES E. OrcuTT, assistant secre- 
tary of the AMERICAN BANKERS ASSso- 
CATION and assistant secretary of its 
Trust Division. 


ELMER M. RETTIG, trust officer of FIRST 
NationaL BANK, Chicago. 


NELSON H. STRITEHOFF, corporate trust 
Oficer of MERCANTILE SAFE DEPOSIT & 
Trust Co., Baltimore. 
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Trust Department of the First National Bank in Dallas, where 
wood paneling and glass have been interestingly combined to give 
privacy to customers. Public was introduced to the new quarters 
at an Open House, April 21. 


PES OST 





K. H. Dickson, formerly asst. trust 
officer, advanced to president. 


Robert B. Hole made a vice president, 
having been formerly trust officer. 


Charles W. Williamson, Jr., who has 
been vice president, elevated to the 


D. L. Parker named asst. trust officer. 
A graduate of U. of North Carolina 
Law School, Parker joined the bank 


Appointed asst. trust investment of- 
THE PENNSYLVANIA ficers were Arnold A. John and Wil- 
COMPANY FOR BANK- liam B. Morgan, II. 


Pittsburgh 


Money grows on trees in Texas. . 


- on a wall of First National’s 


modernized quarters, a total of 7,819 coins, collected from many 
lands, hang on the branches of this 20-foot wide three-dimensional 
mural, which accents the modern styling of the bank’s second floor. 


Robert E. Niebling made asst. vice 


MELLON NATIONAL president in investment research di- 
BANK & Trust Co. 


vision of the trust department. Nieb- 
ling formerly was account manager 


for Lionel D. Edie & Co. 


Roanoke 
MOUNTAIN 
TRUST BANK 


Eugene H. Morrison advanced to vice 
president and trust officer. 


Wausau 


Trust Co. 


Montreal 
ROYAL 
TRUST Co. 


Toronto 
NATIONAL 
TRUST Co. 


Galt & Kitchener 





DODOOOOOODODOOOODODOODOODOOODODDPPPOL’ 


TRUST 
EMPLOYMENT EXCHANGE 


DSOOODODODOOODDOOODODODOPODOPOPV POP 


Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 

St., New York 17, N. Y., attention 

Employment Exchange and code 

number. 

Young assistant trust officer, with 
legal training and three years trust ad- 
ministration experience, desires position 
with future in progressive trust depart- 
ment. 45-1 


Able lawyer, 46, with 20 years suc- 
cessful practice in New York and 5 
years law teaching, including experience 


WISCONSIN VALLEY 


WATERLOO TRUST 
& SAVINGS BANK 


VIRGINIA 


Robert W. Kime named trust officer, 
having resigned as trust officer of 
MARSHALL NATIONAL BANK & TRUST 
Co., Marshall. 


WISCONSIN 


H. G. Beck advanced from vice presi- 
dent to president. 


CANADA 


Jack Pembreke, general 
elected a vice president. 


manager, 


C. A. Burton appointed public rela- 
tions officer, and is succeeded. as per- 
sonnel officer by A. A. H. Vernon. 


P. V. Wilson became president of the 
bank succeeding Ford S. Kumpf, now 
chairman of the board; G. A. M. 
Edwards now manager at Galt. 


in estates, trusts, insurance and business 
problems, seeks position with good trust 
department. 45-2 


Mid-west bank seeks trustman with 
experience in estate planning and in- 
spiring personality. See ad H-45-3 on 
page 486. 


Young man, 30, candidate for Harvard 
MBA in June, with banking and security 
analysis experience, seeks demanding 
analysis and trust administrative job. 
44.1 


Trust new businessman, 5 years inten- 
sive experience all phases including taxes 
and administration with large New York 
City bank, member of Bar, seeks to head 
new business program or other suitable 
opportunity. Will relocate. 44-2 


Trust man, 54, member of Florida Bar 
with 12 years experience in trust ad- 
ministration, federal taxation and new 
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business, is available for trust position 
with Florida bank, 44-3 


Trust officer, 30, presently head of 
small department performing all estate 
and trust administrative duties, would 
like to organize or take over small trust 
department, preferably in South. 44-5 


Accountant, controller, attorney, 43, 
thoroughly experienced in corporate af- 
fairs and taxation, desires connection 
with financial institution, preferably in 
Virginia. See ad S-44-6 on page 486. 


Ah @ 


MERGERS and NEW TRUST 
POWERS GRANTED 


Atchison, Kans.—Trust powers have 
been granted to the EXCHANGE NATIONAL 
BANK under the Federal Reserve Act, as 
of April 22nd. 


Kansas City, Mo.—PLazA BANK OF 
COMMERCE has been granted trust powers 
as of February 23rd. 


Harlingen, Taxes — First NATIONAL 
BANK granted trust powers under the 
Federal Reserve Act, April 29th. 


Montreal, Canada-—-NORTHERN TRUSTS 
Co. and the MONTREAL TRuUsT Co. amal- 
gamation took place May 1 under the 
name of the latter. Northern Trusts was 
established in 1904 and has largely con- 
fined its business to western Canada. Re- 
tiring manager of the Winnipeg office 
of Montreal Trust, L. E. Banner, will be 
succeeded by Clarence Lowe. 


A A A 


Growth in Bank Totals Slackens 


The resources of the nation’s banks 
continued to grow through 1953, but at 
a slackened pace, according to the re- 
capitulation of the year-end figures ap- 
pearing in the first 1954 edition of the 
Rand McNally Bankers Directory. In- 
creases for 1951, 1952, and 1953 amount- 
ed, respectively, to $11,773 million, 
$11,112 million and $5,685 million. 


A preponderance of the net increase 
of 1953 is accounted for by additions to 
loans and discounts ($4,810 million) which 
offset, for practical purposes, the $4,845 
million increase in deposits. There was 
virtually no change in the amounts of 
cash and government securities, at year- 
end, $46,296 million and $73,111 million, 
respectively). Other securities were up 
$933 million to a total of $18,164 mil- 
lion. 


The number of national banks in the 
country decreased by 52, reducing the 
total to 4,847. State banks numbered 
9,575, a reduction of 11, while there 
were 8 fewer private and other banking 
institutions, leaving a total of 179. The 
total of all categories was reduced by 
71 to 14,601. The number of branch 
banks increased by 414 to a total of 
6,323. 
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American Trust, San Francisco, 
Celebrates Centennial 


American Trust Company, San Fran- 
cisco, on April 27 joined the nation’s 
coveted list of century-old banks. The 
bank, whose 83 offices serve 43 Northern 
California cities, was founded on April 
27, 1854, as the San Francisco Accumu- 
lating Fund Association. Over the span 
of 100 years employees increased from 
one (part-time) to a staff of over 3,000; 
deposits from $31,000 to $1,197,700,000. 
It is today the nation’s 18th largest bank. 
President James K. Lochead at brief an- 
niversary ceremcnies in San Francisco 
stated: “To our pioneer founders for 
their vision in establishing a bank in 
troubled times . . . we acknowledge a 
debt of gratitude. 1854 was far from an 
ideal time to launch any type of new 
business venture . . . the shipment of 
gold from the great Mother Lode country 
dwindled to a trickle . . . all Northern 
California was in a state of unrest... 
early newspapers chronicled 77 business 
failures during 1854 ... in this atmos- 
phere American Trust Company’s early 
fathers based their constitution on sys- 
tematic thrift.” 


This historic constitution is a colorful 
combination of 1854 verbiage and tele- 
graphic brevity. Depositors, then called 
“members,” agreed to make regular 
monthly deposits. Loanable funds were 
available to members only — adequately 
secured by real property. 


The pioneer thrift institution pros- 
pered from the beginning, and in 1857, 
in order to widen the scope of its bank- 
ing service, became the Savings and Loan 
Society. The Society was the first bank 
to be incorporated in California. The 
name American Trust Company came 
into being in 1927 and reflects a 
series of consolidations and acquisi- 
tions of prominent banking institutions. 





Many early names in American Trust 
Company are found in Northern Cali- 
fornia’s history — E. W. Burr, who 
served both as president of the original 
Accumulating Fund and the succeeding 
Society, and was president of the bank 
for two decades, was elected as Mayor 
of San Francisco in a Vigilantes’ move- 
ment for law and order; Frank Soule 
was managing editor of the pioneer Alta 
California; Christian Otto Gerberding 
published the San Francisco Evening 
Bulletin; G. H. Goddard was a civil en- 
gineer, T. D. Rogers an early California 
attorney, Joseph Britton another printer 
and publisher, and Albert Miller was a 
civic leader, utility pioneer and founder 
of an American Trust Company family 
tradition. 


The latter’s son, C. O. G. Miller, named 
for the Accumulating Fund’s Christian 
Otto Gerberding, succeeded him as di- 
rector of Savings Union and subsequent- 
ly served as board chairman of American 
Trust Co. until his death in 1952. C. 
O. G. Miller’s son,, Robert Watt Miller. 
has been a director of American Trust 
Co. for 26 years, and on April 27th com- 
pleted for the Miller family 100 years 
of unbroken service to the bank. 


The bank entered the Trust field in 
1899 and today ranks among the larger 
Trust Departments on the Pacific Coast. 
It is particularly active in the Corporate 
Trust field. The staff of the Department 
totals 120 engaged in all phases of Trust 
activity. Branch Trust Departments are 
maintained in the cities of Oakland, 
Berkeley, San Jose, Sacramento and 
Stockton. 


In summarizing his view on the bank’s 
centenary, Mr. Lochead stated: “. . . In 
an era of phenomenal scientific and tech- 
nological progress we are doubly for- 
tunate to serve an area blessed with an 
enviable share of natural resources.” 


Bradley B. Brown, vice president and senior trust officer of American Trust Company; 

San Francisco, with a group of his trust officers. Left to right, Charles E. Fagg, Franc! 

E. Whitmer, vice president, Donald T. Lauer, assistant vice president, Mr. Brown a0 

Charles W. Cadigan. Other top trust officers not present for photo are John G. Hatfield 

and Conrad E. Johnson, recently promoted to vice president and assistant vice preside 
respectively. (See page 486.) 
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* 
Retirement Programs 
(Continued from page 442) 
good times and down in bad times. 
Viewed as a fixed burden on the busi- 
ness it need be of no greater concern 
than a pay raise in the amount the 
employer decides to spend for Current 
Service benefits. 

Prior Service cost does not tend to 
vary closely with payroll. However, the 
employer has a wide discretion as to 
the amount, if any, he puts in each 
year for Prior Service. In a profit shar- 
ing formula the employer has no dis- 
cretion whatever. He must put in the 
exact amount produced by the profit 
sharing formula. Unlike individual tax 
rates paid by an individual proprietor- 
ship or a partnership business, the cor- 
porate tax rate is not graduated. It has 
sharp breaks or notches at the $25,000 
level and at the excess profits tax level, 
if any. Against this notch pattern, dis- 
cretion in the employer as to the amount 
he puts into the plan is important. 


Pension plans have also been com- 
pared unfavorably to deferred profit 
sharing plans because of the high ad- 
ministrative cost for actuaries and con- 
sultants in a pension program. As indi- 
cated above this is not true of the 
balanced retirement program adopted 


by Post & Lester. 


New Trust Business Potential 
Through Standardization 


From a banker’s point of view, an 
Equity Annuity Plan is a highly attrac- 
tive one because it must be trusteed.* 

Another aspect of the Post & Lester 
Balanced Retirement Program which 
makes it very attractive is that it is 
expressly designed for small businesses 
— which is the pension market today. 
Most large companies have a pension 
E *The only insured exception today is the College 
Retirement Equity Fund which is available only to 


the academic staff or professional staff of col- 
leges, universities, foundations, etc. 


plan; most small companies do not. 
There are still not many more than 
20,000 qualified pension plans in the 
United States. According to “Small 
Business, Its Role and Its Problems” 
published by the Chamber of Com- 
merce, in manufacturing alone there 
are at least 75,000 businesses with more 
than 20 but fewer than 500 employees. 


It is one thing, however, to know that 
the pension market is in the small busi- 
ness field, and another thing to reach 
the market. Two steps are necessary: 

1. Standardized procedures’ to 


make consulting service economically 
available to small businesses. 


2. Standardized procedures’ to 
make it possible for the bank to 
provide economical trust administra- 
tion. 

The balanced retirement program in- 
stalled by Post & Lester satisfies both 
of these conditions. The fees it paid for 
development, installation and annual 
servicing are very modest and were 
known in advance to the employers. 


The standardization which made it 
possible for our organization to provide 
such service also works to the consid- 
erable advantage of the trustee. One of 
the heaviest expenses of a trust depart- 
ment is to have a talented (i.e. expen- 
sive) man carefully review the trust 
before the bank accepts it. A trust 
representative who has been over one 
of the standardized balanced retirement 
programs can quickly check the vari- 
able points in subsequent balanced re- 
tirement programs. 


The balanced retirement program 
also greatly simplifies the bank’s con- 
tinuing administration of the trust. The 
bank does not keep individual records 
of any employees. It does not have any 
occasion to distinguish between princi- 
pal and income, nor to keep a separate 
disbursement account. The equity an- 
nuity plan trust fund is a single fund. 
The bank is required to make only one 
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simple report each year: an inventory 
of assets valued at market on the valua- 
tion date, and a statement of cash re- 
ceipts and disbursements for the pre- 
ceding year. If the trustee does not 
write the individual retirement checks, 
there will be no items in this record of 
receipts and disbursements except a 
single employer contribution, a single 
sum paid to the employer from which 
to make payments to retired employees, 
dividends received, proceeds of any as- 
sets sold, and amounts paid for any 
assets purchased. 


In the nature of the fund there will 
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not be frequent purchases and sales of 
assets. The Equity Annuity Plan trust 
fund is not a trading account. It is a 
long range investment program wholly 
in common stocks, with the emphasis 
on diversification and selection of se- 
curities, without any right or obligation 
in the trustee to increase the proportion 
of equities when he thinks the market 
is going up, or to decrease it when he 
thinks the market is going down. 


The dollar investment in the balanced 
retirement program is in the Dollar 
Annuity Plan which may be insured or 
trusteed. 


Wider and Better Service 


In summary, common stocks are be- 
coming of much greater importance in 
funding retirement programs. The an- 
nuity principle is becoming important 
to a much larger proportion of our 
population, and it is now possible to 
extend it to common stock investments. 


Small businesses are the important 
area for pension development today. 
Some degree of standardization is the 
key to affording pension consulting and 
trustee services to small businesses. The 
balanced retirement program described 
herein illustrates how a bank can com- 
bine all of the foregoing principles to 
give better service to its customers. 


APPENDIX 


Suppose two employees, A and B, both 
60 years old on Jan. 1, 1955, have parti- 
cipated in X Company’s deferred profit 
sharing plan since Jan. 1, 1925. They 
expect to retire Jan. 1, 1960, at age 65. 
For each year during this 35 year period 
X Company has paid, and will pay, 15% 


of A’s pay, and of B’s pay, into a de- 
ferred profit sharing trust. Let us as- 
sume the accompanying salary history 
and that the profit sharing trust has 
earned, and will earn, 344%, tax exempt, 
year in and year out. 


Salary History 
(annual rate) 
A B 


1925-39 $1,000 1925-29 $2,000 
1940-49 1,500 1930-34 4,000 
1950-54 3,000 1935-39 6,000 
1955-59 3,600 1940-44 10,000 
1945-49 20,000 
1950-59 30,000 


A will at retirement have accumulated 
for him a fund of $18,099 which will 
purchase a life annuity of $1,412 which, 
together with Social Security of $980, 
will give him retirement income equal to 
66% of final pay. B will have accumu- 
lated for him a fund of $91,913, which 
will purchase a life annuity of $7,170 
which, together with Social Security of 
$1,020, will give him retirement income 
equal to 27% of final pay. 


Compare employees C and D, with the 
same age, service, and earnings history 
as A and B respectively; but they work 
for Y Company and have participated in 
its pension plan since Jan. 1, 1925. From 
Jan. 1, 1925 until 1937 the plan provided 
current service benefits based on each 
year’s earnings, so that the final benefit 
would be on career average earnings, 
equal to 14% of pay. From Jan. 1, 1937, 
until Jan. 1, 1955, the plan provided cur- 
rent service benefits equal to 1% of the 
first $3,000 of current annual pay plus 
1%% of current annual pay in excess of 
$3,000. As of Jan. 1, 1955, the plan is 
amended to provide current service bene- 
fits of 1% on the first $3,600 of current 
annual pay plus 2% on the excess, and 
to provide prior service benefits in the 
amount required in addition to the bene- 
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fits credited to each employee to make 
his retirement income for each year of 
service prior to Jan. 1, 1955, equal to 
%% on the first $3,600 of 1954 annual 
pay and 1%% of 1954 annual pay in 
excess of $3,600. 


C can expect to retire Jan. 1, 1960, 
with retirement income from the private 
plan of $885 a year which, with Social 
Security of $980, will give him retire- 
ment income equal to 52% of final pay. 
D can expect to retire Jan. 1, 1960, with 
retirement income from the private plan 
of $15,510 a year which, with Social 
Security of $1,020, will give him retire- 
ment income equal to 55% of final pay. 

One might object that this is not a 
valid comparison of profit sharing and 
pension plans because the pension plan, 
but not the profit sharing plan, is 
amended to give additional prior service 
benefits. One of the principal points of 
this comparison is that the pension plan 
can be so amended, while the profit 
sharing plan cannot. 


Even if the pension plan in this ex- 
ample had not been amended to provide 
additional benefits for service prior to 
1955, it would have for the following 
reasons come closer than a profit shar- 
ing plan to giving C and D comparable 
retirement income expressed as a per- 
centage of pay: 

(a) The pension plan gives greater 
benefits on annual pay over $3,600 
than on annual pay under $3,600; 
and 

(b) Employer contributions in the 
pension plan are larger for an 
older employee than for a younger 
employee with the same pay. 

When such an amendment to provide 
additional benefits for service in prior 
years is adopted, increased employer con- 
tributions to provide such prior service 
will be applied mostly for the benefit of 
employees who have been promoted fre- 
quently during their careers. The amount 
of any such additional cost can be care- 
fully controlled, and the employer has a 
wide discretion in the rate at which it 
will be amortized. 

To avoid additional complexity, the 
foregoing example does not reflect for- 
feitures which increase the benefits of 
remaining employees. Such forfeitures 
would of course increase the amount of 
benefits, but would not affect the rela- 
tive distribution of benefits between A 
and B. 

A A A 


Estate Planning Conference 
in Mississippi 

The second annua! Conference in Es- 
tate Planning will be held at the Uni- 
versity of Missippi on May 28-29. With 
multiple sponsorship representing the 
school, lawyers, accountants, trustmen 
and underwriters, the program covered 
a wide range of timely topics of inter- 
est to all four members of the estate 
planning team. 
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INCOME TAX 








Attorney’s fees incurred in estate tax 
refund suit deductible by transferee as 
trust beneficiary. Taxpayer’s father cre- 
ated trust providing for payment of in- 
come to wife for life, remainder to tax- 
payer. After mother’s death, trust was 
distributed to taxpayer. Commissioner 
assessed deficiency against taxpayer as 
transferee for estate taxes due on 
father’s estate. Taxpayer successfully 
brought suit for refund of this tax de- 
ficiency and then sought to deduct from 
his income amount of attorney’s fees 
and court costs incident to action. Dis- 
trict Court allowed refund of taxes paid 
upon Commissioner’s disallowance of 
deduction. 


HELD: Affirmed. Sec. 23(a)(2) of 
Code allows deduction for expenses in- 
curred for the “maintenance of prop- 
erty held for the production of income.” 
Fact that taxpayer was personally liable 
for tax as transferee does not make 
expenses personal in nature. Nature of 
expense itself controls its characteriza- 
tion. Trust property was always held 
for production of income and expense 
was incurred for its conservation. 
Northern Trust Co. v. Campbell, th 
Cir., March 29, 1954. 






























Sale of lots by executor taxable at 
capital gain rates. Decedent’s will de- 
vised tract of subdivided land to tax- 
payers. Prior to his death, decedent had 
been active in real estate operations and 
had maintained sales office. Executor 
moved into sales office and pursuant to 
will proceeded to sell lots and distribute 
proceeds to beneficiaries. Proceeds were 
reported as ordinary income by tax- 
payers who subsequently filed suit for 
refund of income taxes contending that 
gain on sale of lots was taxable as 
capital gain and not ordinary income. 


HELD: Refund granted. Sec. 117 of 
Code excludes from capital assets prop- 
erty held primarily for sale to customers 
in the ordinary course of business. It is 
question of fact whether executor was 
merely liquidating estate for distribu- 
tion or in business of selling lots. No 
advertising was done except for signs on 
lots. No substantial improvements were 
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made except for advancing funds for 
bringing utilities to community. No in- 
vestments were made by estate, but all 
proceeds less commissions and other 
expenses were distributed Garrett v. 
United States, Ct. Cls., April 6, 1954. 


Payments by employer to employee’s 
widow considered gift. Decedent was em- 
ployed by corporation for many years. 
At his death in August 1951, directors 
passed resolution to pay his widow an 
amount equal to his salary for remainder 
of year. Corporation deducted amount 
as compensation. Commissioner assessed 
deficiency against wife contending that 
amount paid constituted taxable income. 


HELD: Taxpayer sustained. Payment 
to widow was gift by corporation. Char- 
acter of payment depends on intention 
of parties, particularly that of employer. 
Facts upon which decision here rested 
were: (1) Decedent received full com- 
pensation during life, corporation hav- 
ing no obligation to make further pay- 
ments. (2) Fact that payment was made 
to widow instead of employee’s estate 
indicates primary motive was not to 
satisfy obligation for services. (3) Pay- 
ment was occasioned by death of em- 
ployee without previous contract. Ruth 
Hahn, T.C. Memo. Op., March 31, 1954. 


Beneficiary not taxable on trust dis- 
tribution. Decedent created trust, during 
life, which provided for payment of 
$7,000 to taxpayer upon decedent’s death. 
Trustee was to pay sum from income or 
principal if income was_ insufficient. 
There was sufficient income to satisfy 
gift and when paid, trustee considered 
payment distribution of income. Com- 
missioner assessed deficiency contending 
that $7,000 received was taxable income 
to beneficiary. 


HELD: Taxpayer sustained. Sec. 22- 
(b)(3) of Code provides that gift of 
income from property is taxable to bene- 
ficiary. However, exception is made 
where lump sum payment is to be made 
in any event out of income or corpus. 
Payment made by trustee was not 
periodic payment of income from prop- 
erty, but lump sum distribution payable 
from income or in any event from cor- 
pus. Meriam C. Lendan, 21 T.C. No. 106, 
March 17, 1954. 





Legatees of stock taxable on dividends 
declared during administration of estate. 
Decedent, resident of Louisiana, be- 
queathed shares of stock to designated 
legatees. Legatees made formal demand 
for their legacies and any income there- 
on. During administration of estate, 
dividends were declared which were de- 
posited in special account by executors. 
Actual delivery of stocks and dividend 
income was postponed because of credi- 
tors’ claims. Executors claimed deduc- 
tions on fiduciary tax returns for amount 
of such dividends on ground that it was 
income distributable to beneficiaries and 
each legatee reported his proportionate 
share. Commissioner assessed deficiency 
against estate contending that dividend 
income was taxable to it and not lega- 
tees. 


HELD: Refund allowed. Dividend in- 
come on shares of stock bequeathed to 
various legatees was properly reported 
by them. Estate could deduct such 
amounts under Sec. 162(b) which allows 
a deduction for income “to be distribu- 
ted currently by the fiduciary to a lega- 
tee . . . . whether or not such income 
was actually distributed.” Right of lega- 
tees to current income is controlled by 
state law which provides that legatee 
has right and title to bequest from date 
of decedent’s death upon making demand 
of executor. Since legatees had immedi- 
ate right to income, they must report 
income even though not received and 
estate may deduct income though not 
actually paid. Fact that distribution 
could not be made because of creditors’ 
rights does not affect relative rights to 
income as between estate and legatees. 
Hibernia National Bank v. Donnelly, 
D.C.E.D. La., March 19, 1954. 


ESTATE TAX 


Property subject to power of appoint- 
ment not liable for decedent’s debts. 
Decedent had general power of appoint- 
ment exercisable by will. Decedent’s will 
made specific bequests to charities and, 
as part of residuary estate, exercised 
power of appointment in favor of his 
brother and sister. At his death, debts 
against estate exceeded value of per- 
sonal estate exclusive of property sub- 
ject to power. New York Surrogate’s 
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Court held that property subject to 
power should be administered by execu- 
tors as part of general estate and be 
subject to payment of debts and legacies. 
Commissioner assessed deficiency con- 
tending that amount of debts exceeding 
decedent’s personal estate exclusive of 
power are not deductible and further 
that charitable bequests are not deduct- 
ible since no personal assets remained 
after debts to pay them. 


HELD: Taxpayer sustained in part. 
Debts are deductible from gross estate 
only to extent of value of property in- 
cluded in gross estate subject to debts 
of decedent. Surrogate’s Court decision 
holding that appointed property is gen- 
eral asset of estate will not be followed. 
It was consent decree and misinterpreted 
state law. If decedent had general power 
of appointment exercisable during life 
and by will, he would be considered as 
owning the property under state law and 
property would be subject to his debts 
at death. Where, however, decedent pos- 
sesses power exercisable only by will, 
property is not subject to debts. Thus, 
to extent debts exceeded personal estate 
of decedent, they are not deductible from 
gross estate. 


After payment of debts, there were 
no assets, except appointed property, to 
satisfy charitable bequests. Since power 
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was specifically exercised as part of 
residuary estate, Government contended 
that it could not be used for charitable 
bequests and disallowed deduction. Test- 
ator’s intention is material. Since at time 
he executed will, his personal assets 
were not sufficient to pay charities, it 
was his intention that they be paid from 
appointed property. Charitable deductions 
were allowed. Estate of Lande, 21 T.C. 
No. 110, March 22, 1954. 


Charitable bequest void under state 
law. Decedent executed will in 1945 giv- 
ing residuary estate to charity in per- 
petual trust. In 1946, decedent executed 
another will specifically revoking 1945 
will and bequeathing residue to revocable 
trust executed of even date, in perpetual 
trust for same charity. Two days later 
codicil to 1946 will was executed pro- 
viding that upon decedent’s death with- 
in 30 days of execution of 1946 will, it 
should be considered void and 1945 
will be considered fully effective. Com- 
missioner assessed deficiency based on 
disallowance of deduction for bequest to 
charity, contending that bequest was 
void under Pennsylvania law. 


HELD: Commissioner sustained. Penn- 
sylvania statute provides that bequest 
to charity made by will executed within 
30 days of death is void. The 1946 will 
specifically revoked prior will and was 
absolute revocation. Subsequent codicil 
did not convert absolute revocation into 
conditional one. Effectiveness of 1945 
will arose from republication in codicil 
to 1946 will, and not by conditional 
revocation. Since codicil was executed 
within 30 days of death, charitable be- 
quest is void and estate is not entitled 
to deduction for estate taxes. Estate 
of Riddle, 21 T.C. No. 124, March 31, 
1954, 


Agreement does not control valuation 
of decedent’s interest in partnership. 
Decedent died owning one-third interest 
in partnership. Under partnership agree- 
ment, surviving partners were given op- 
tion to purchase decedent’s interest. 





Agreement provided that on January lst 
of each year partners would agree on 
value of partnership for forthcoming 
year. No restriction was made against 
sale during life. Executor was paid price 
agreed on in supplementary valuation 
contract then in effect. Nothing addi- 
tional was paid for decedent’s share of 
partnership profits from January lst to 
date of death. Commissioner assessed 
deficiency contending that agreement did 
not control valuation for estate tax pur- 
poses and added amount to contract 
value for share of 1947 profits and for 
goodwill. 

HELD: Commissioner sustained. Value 
agreed upon by partners as of January 
1, 1947 is not binding as value for tax 
purposes on October 4, 1947, date of 
death. Partnership had no goodwill, since 
earnings were based on personal efforts 
of partners. Partnership value was in- 
creased, however, by decedent’s share of 
current profits to date of death. Though 
executor had no right to these profits 
under agreement, had decedent survived 
he would have had right to such profits. 
Estate of Gannon, 21 T.C. No. 121, 
March 31, 1954. 


Statute of limitations on estate tax 
refund. Decedent’s executor paid estate 
tax on April 25, 1944. Additional estate 
tax was paid on April 25, 1947. Income 
tax deficiency was assessed for year 
1943 and paid by executor in 1949. Claim 
for refund of estate tax was filed based 
on deduction from gross estate of addi- 
tional income taxes paid in 1949. Com- 
missioner disallowed claim to extent it 
exceeded taxes paid in 1947. 

HELD: Refund denied. Sec. 910 of 
Code requires claims for estate tax re- 
funds to be made within three years 
after payment of estate taxes and is 
limited to amount paid within three year 
period. Thus, taxpayer can only recover 
to extent of taxes paid in 1947. Statute 
had run on original tax payment in 
1944. Doctrine of recoupment is inap- 

(Continued on page 494) 
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plicable. First National Bank v. United 
States, D.C.W.D.S.C., March 1, 1954. 


Girt Tax 


Compromise of dispute among trust 
beneficiaries did not create taxable gift. 
Decedent created trust for benefit of 
mother, giving her all income and prin- 
cipal as she desired. At mother’s death, 
remaining principal was given to brother 
and step-father. Decedent’s sister was 
excluded from will, but later agreement 
between remainder beneficiaries gave 
her one-half of brother and step-father’s 
remainder interest. Dispute arose when 
mother requested distribution of entire 
trust principal. Litigation questioning 
her right was settled by compromise 
agreement limiting her powers of in- 
vasion to $200,000. Subsequently, an- 
other compromise agreement was en- 
tered into by all beneficiaries. Agreement 
resulted in remainder interest of sister 
being changed to life estate commencing 
at mother’s death, with remainder there- 
after at sister’s death to pass to her 
children. Commissioner assessed gift tax 
deficiencies against decedent’s sister and 
mother contending that compromise 
agreements limiting their interests in 
trust resulted in taxable gifts, arguing 
that, if any dispute arose, it was settled 
by first agreement limiting extent of 
mother’s powers of invasion and that 
second agreement was not in settlement 


New Haven’s 
“Pioneer 
Trust Company 


Serving in 
Every Trust Capacity 
including Ancillary 
Administration 


The Union & New Haven 
Trust Company 


9 MEMBERS: FEDERAL RESERVE SYSTEM 
FEDERAL DEPOSIT INSURANCE CORPORATION 
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of controversy and resulted in taxable 
gift. 


HELD: Taxpayers sustained. Both 
agreements were inseparable steps in 
compromising and settling various bene- 
ficiaries’ interests in trust. Both agree- 
ments were at arm’s length and after 
extended negotiations. There can be no 
gifts made under such circumstances. 
Maud Hadden Farrell, T.C. Memo Op., 
March 19, 1954. 


Relinquishment of power to modify or 
revoke trust constitutes taxable gift. 
Taxpayer created trust in 1930, reserv- 
ing income for life, remainder passing 
to her two children. She reserved power 
to modify or revoke with consent of all 
trustees. In 1947, she relinquished these 
powers with trustees’ consent. Tax Court 
sustained Commissioner’s assessment of 
gift tax deficiency for 1947, finding that 
completed gift of remainder interest was 
not made until powers were relinquished. 


HELD: Affirmed. Gift is considered 
complete when made where power to re- 
voke is exercisable by grantor only in 
conjunction with persons having a sub- 
stantial adverse interest in the prop- 
erty. Reg. 108, Sec. 86.3, which provides 
that grantor has retained power to 
revoke when exercisable in conjunction 
with persons not having substantial 
adverse interest, has been held valid 
by Court of Claims. Trustees, as such, 
do not have adverse interest unless they 
possess a direct legal or equitable inter- 
est in trust property. Thus, gift was 
not complete until powers were relin- 
quished in 1947. Latta v. Comm., 3d Cir., 
March 24, 1954, 


REVENUE RULINGS 


Estate Tax: Payment of tax with 
Treasury Bonds. Prior ruling set forth 
procedure for redemption of certain 
Treasury bonds in payment of Federal 
estate tax. See Rev. Rul. 156, I.R.B. 
1953-17, p. 13. Current ruling provides 
that date designated by executor for 
redemption of bonds will be considered 
date of tax payment when bonds are 


received prior to date tax is due. When 
bonds are received after due date of tax, 
date of receipt shall be considered date 
of tax payment. Rev. Rul. 54-113, I.R.B. 
1954-13, p. 5. 


Estate Tax: No marital deduction for 
insurance proceeds where wife must sur- 
vive until proof of death. Insurance pro- 
ceeds on life of decedent were payable 
to wife if she survived submission of 
due proof of death to insurance company. 
If she did not survive, contingent bene- 
ficiaries were designated. Though wife 
survived, Internal Revenue Service rules 
that proceeds do not qualify for marital 
deduction under Sec. 812(e) of Code. 
Sec. 812(e)(1)(D) provides that trans- 
fer to surviving spouse will not be dis- 
qualified for marital deduction purposes 
merely because spouse’s interest will fail 
if she dies within six months of dece- 
dent’s death. Since submission of due 
proof of death to insurer is contingency 
which may occur more than six months 
after decedent’s death, no deduction is 
allowed. (Ruling noted that Government 
will appeal contrary decision in Kellar 
v. Kasper.) Rev. Rul. 54-121, LR.B. 
1954-14, p. 8. 


Estate Tax: Taxability of deposits by 
non-resident alien. In case of decedent 
non-resident alien not doing business in 
this country, deposits made with express 
company engaged in banking business 
are not taxable in gross estate. Deposit 
by such decedent is not considered prop- 
erty within United States for estate tax 
purposes under Sec. 863(b) of Code. 
Funds deposited with express company 
not in banking business, i.e., travelers 
checks, are taxable since such funds are 
not deemed deposited with regular bank. 
Rev. Rul. 54-114, L.R.B. 1954-13, p. 5. 


Gift Tax: Date for valuation of stock 
gift. Where donor endorses stock certifi- 
cate and delivers it to bank or broker 
for transfer to donee, value for gift tax 
purposes is fair market value on date 
of corporate transfer, rather than date 
of endorsement and delivery. Rev. Rul. 
54-135, 1954-15, p. 10. 


Complete facilities for handling your 


Banking and Fiduciary Business 


promptly and effectively. 


tte FIFTH THIRD [JNION TRUST > 


CINCINNATI, OHIO 


Member Federal Reserve System —- Member Federal Deposit Insurance Corporation 
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Travis State Bond Chairman 






Secretary of the 
Treasury George 
M. Humphrey last 
month appointed 
Noble D. Travis, 
vice president of 
Detroit Trust Co., 
as State Chairman 
of the U. S. Sav- 
ings Bonds Ad- 
visory Committee 
for Michigan.Mr. Travis succeeds Frank 
N. Isbey, who resigned after serving as 
Chairman since the inception of the 
Savings Bonds Program in 1941.- The 
new Chairman will direct volunteer ac- 












NOBLE D. TRAVIS 






































dis- § tivities for the entire State, including 
yoses § the Treasury’s “Billion More in ’54” 
fai] § Savings Bonds campaign. 
lece- Mr. Travis has been associated with 
due § the Detroit Trust Company since 1929 
ency § with his principal responsibility the de- 
mnths § velopment of business throughout Mich- 
m is § igan. During the three years he served 
ment § as Chairman of the Public Relations 
ellar § Committee of the Michigan Bankers As- 
RB. § sociation, Mr. Travis established three 
overwhelmingly successful educational 
programs: “Know Your Bank Week,” 
s by § “Coming Generations Week,” and “Em- 
dent § ployee Week.” These have been widely 
ss in § adopted by other banking associations. 
press In 1949 and 1950, more than 13,000 
ness § Detroit women heard his programs at 
posit § which outstanding local and national 
prop- § speakers discussed economic and finan- 
e tax § cial subjects. These talks were also broad- 
Code. § cast, and the Freedoms Foundation 
pany § judged the series to be second in America 
elers § in the radio field for its contribution to 
s are § a better understanding of freedom. 
bank 
5. A A A 
stock] Lrustmen Address Women 
artifi- and Bar 
roker L. Burwell Gunn, vice president, trust 
t tax Bi oficer and director of State-Planters 
date I Bank & Trust Co., Richmond, addressed 
date f , dinner meeting sponsored by the Busi- 
Rul. ness and Professional Woman’s Club of 
Lynchburg on April 29th and joined in 
by several of the other local Women’s 
clubs. Mr. Gunn spoke on “The Business 
and Professional Aspects of Estate Plan- 
ning.” 

Henry W. Brockenbrough, assistant 
trust officer and assistant secretary of 
the trust company, spoke before the 
Richmond Bar Association on March 26th 
on the subject “The Executor Looks At 
Your Will.” Mr. Brockenbrough pointed 
out that “the principal difference be- 
tween the excellent wills which we re- 
ceive and those which are mediocre, or 
poor, lies not in any failure to conform 
With the law or to take advantage of 

- tax savings, but is most often found in 





a failure to convert standard clauses to 
Individual needs.” 
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March of the Missing 


Every year almost 1,000,000 people 
disappear in the United States. The 
great majority return to their homes 
within a few weeks or months. Few are 
criminals. The causes for going run 
the gamut of financial difficulties — 
mother-in-law troubles — marital tri- 
angles — the teen-agers’ desire to be 
free — and just the longing to be left 
alone. 


Tracers Company of America, of New 
York City, the only commercial organ- 
ization that specializes in finding the 
lost, reasons that we all have a deep 


CORN 


rooted feeling to “get away from it all.” 
Here is a breakdown of some of the 
519,515 cases handled by Tracers Com- 
pany since 1924: 


Heirs — 12,467 of which 987 were 
for estates over $100,000; 2,982 be- 
tween $50,000 and $100,000; and 8,498 
under $50,000. 


Witnesses — 7,670 of which 5,746 
were witnesses to wills. 


Stockholders. — 146,820 (14,963 re- 
ceived over $2,000 each). 


Real Estate (to clear property titles) 
—18,278. 


EXCHANGE 


BANK 
TRUST 


COMPANY 


. . . offers you complete banking and trust 


service, both personal and corporate. 


We welcome the opportunity of serving 


you in any fiduciary capacity. 


HEAD OFFicE: 13 WILLIAM ST., New York, 15 


~ 78 Conveniently Located Branches ~ 


Member Federal Deposit Insurance Corporation 








TRUST BUSINESS BOOMED IN 1953 


Wm MORE THAN 275 ANNUAL RE- 
ports in hand, the impression re- 
ported last month that trust business 
“boomed” in 1953 is further strength- 
ened. There are still too many reports 
with no mention of the trust department 
whatever, but more institutions appear 
to be taking advantage of the annual 
report to explain what the department 
does, not just by a list of services, but 
by an explanation of those services and 
why they are needed. 


Building on the old quip that “noth- 
ing succeeds like success,” more institu- 


Part Il 


tions are interesting their report readers 
in the trust department by showing its 
popularity in terms of growth. Some 
give figures of total assets, leaving it to 
the reader to look up — or remember — 
what the figures were a year before. A 
smaller but growing number give com- 
parative figures (one, five or ten years 
ago) and some include a table covering 
a five or ten year period. This compara- 
tive reporting is in line with the trend 
for annual reporting as a whole. 


A much larger number of trust de- 
partments report growth in a more gen- 


eral way. Omitting asset figures, they: 


say there has been an “increase” or 
“substantial gain” or “marked growth” 
in trust assets. Many which omit total 
asset figures give figures for new busi- 
ness, or for one or two particular divi- 
sions of the department, or for the Com- 
mon Trust Fund. So many reports com- 
ment on the unusually large number of 
wills filed with the bank in 1953 that 
one wonders if the widespread publicity 
on this subject is at last really taking 


hold of the public mind. 


The summary continues below. 





Bank 
CALIFORNIA 


Title Insurance & Trust Co., 
Los Angeles 


CONNECTICUT 


Phoenix State Bank & Trust 
Co., Hartford 


DELAWARE 
Delaware Trust Co., 
Wilmington 
HAWAII 
Bishop Trust Co., Honolulu 


MAINE 
National Bank of Commerce 
Portland 
MASSACHUSETTS 


New England Trust Co., 
Boston 

Fall River National Bank 

Pittsfield National Bank 

Springfield Safe Deposit 
& Trust Co. 

Mechanics National Bank, 
Worcester 


MINNESOTA 


Winona National & 
Savings Bank 


NEW JERSEY 


National Newark & Essex 
Banking Co., Newark 


National State Bank, 
Newark 


First National Bank & 
Trust Co., Paterson 


Plainfield Trust Co. 
Princeton Bank & Trust Co. 


Trenton Banking Co. 
Hudson Trust Co., Union City 


NEW YORK 


Montgomery County Trust 
Co., Amsterdam 
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Gross Earnings 


$989,493 
compared with $904,904 in 
1952 


Excellent 


Increased to $237,249 


Commissions & fees $720,116 
compared with $670,208 in 
1952 


Second largest 


Another profitable year 


Increased 8% ...a profitable 
operation 
All-time high 


All-time high; exceeded maxi- 
mum by nearly 10% 


Volume of Business Common Trust Fund 


Growing steadily ... especial- 
ly living trusts, testamentary 
trusts, pensions and profit- 
sharing and escrows 


Increased participation 


$4.25 million and 250 ac- 


counts 


Over $100 million 


All departments functioned 
satisfactorily 


Increased considerably 


In excess of $323 million 


Over $9 million 

Substantial increases 

$36.8 million ($34.7 in 1952) 
plus agencies of $44.7 million 
Above $30 million 


$10.4 million 


All-time high .. . trust ser- 
vices at suburban offices 
proved beneficial to bank and 
customers 

Noteworthy increase in num- 
ber of accounts 

New highs 


Increased satisfactorily 


Book value for the first time 
exceeded $40 million 

220 accounts at year-end 

in excess of $25 million 
Continued growth 

Expanded 


Passed $3 million; 87 ac- 


counts 


Over $17 million 
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BILLIONS OF DOLLARS 


PROPERTY HELD FOR CLIENTS 
N 





Trust Department Assets 








United States Trust Co., New York City 





Bank 


Marine Midland Corporation, 
Buffalo 


Liberty Bank, Buffalo 

Manufacturers & Traders 
Trust Co., Buffalo 

Bank of the Manhattan Co., 
New York 


Bank of New York 


Bankers Trust Co., New York 
Chase National Bank, 
New York 
Chemical Bank & Trust Co., 
New York 
City Bank Farmers 
Trust Co., New York 
Empire Trust Co., 
New York 


Fiduciary Trust Co., 
New York 


Franklin National Bank, 
Franklin Square 


Grace National Bank, 
New York 

Guaranty Trust Co., 
New York 

The Hanover Bank, 
New York 

Irving Trust Co., 
New York 

Manufacturers Trust Co., 
New York 


Marine Midland Trust Co., 
New York 

Public National Bank & 
Trust Co., New York 

United States Trust Co., 
New York 

Lincoln Rochester Trust Co., 
Rochester 


First Trust & Deposit Co., 
Syracuse 


First Bank & Trust Co., 
Utica 
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Lincoln Rochester (N. Y.) Trust Co. 


In Millions of Dollars 


1947 1948 1949 1950 1951 1952 1953 





SOURCES OF INCOME 


The Pennsylvania Company for Banking 
& Trusts, Philadelphia 















TRUSTS 
$2599552 
1.3% 


SAFE DEPOSIT RENTALS 
227,629 


0.9 

* R INCOME bea 
438.027 

1.3% 









Gross Earnings 


Increased 13.6% 





Expanded 


Corporate division at all-time 
high 


Income from interest, fees, 
etc. $1,888,519 ocmpared with 
$1,886,447 a year ago. 


All-time high 


All-time high 


‘All-time high 


$4,478,934 ($4,173,186 in 
1952) 








Volume of Business 


All (trust) divisions show a 
satisfactory growth in new 
business 

All-time high 

Consistent growth 


Total $2.2 billion 


Continued growth 
All units reported increases 
in number of accounts 

A new record 


All divisions have continued 
to grow 


Business executives invited to 
inauguration of bank’s profit- 
sharing plan ... several set 
up their own plans with bank 


All activities at a high rate 
Increased 
A new high 


Very satisfactory; completed 
plans for special small trust 
service (down to $5,000) 
Rapid growth 


Steady growth has marked 
the year’s achievements 

Net increase of $81 million; 
total to $2.9 billion 

Total assets increased $17.5 
million to $258.8 million — 
largest annual increase ever 
Marked increase in volume 
..- more wills filed than ever 
before 

Trust assets increased $7.1 
million to a total of $61.2 
million — largest amount in 
history. Increases were par- 
ticularly in agency and cus- 
todian accounts 








Common Trust Fund 


Six CTFs in five banks 


Discretionary est. 12/1/52; 
Legal completed first year 
4/30/53 


Legal & Discretionary ex- 
panded 


Discretionary est. 9/30/53, 


has already demonstrated 
value 
Legal & Discretionary of 


great value; 825 accounts 
Combined assets over $40 
million; 1,000 accounts 


2 funds aggregate over $38 
million; 2,095 trusts 











Trust Real Estate Division 


illustrated in 
report of Central National Bank of Cleveland 





Bank 


Oneida National Bank & 
Trust Co., Utica 

County Trust Co., 
White Plains 


NORTH CAROLINA 


American Trust Co., 
Charlotte 


Commercial National Bank, 
Charlotte 


Wachovia Bank & Trust Co., 


Winston-Salem 


OHIO 
First National Bank, Akron 


Fifth Third Union Trust Co., 


Cincinnati 

Lincoln National Bank, 
Cincinnati 

Central National Bank, 
Cleveland 

Cleveland Trust Co. 


National City Bank, 
Cleveland 


Third National Bank & 
Trust Co., Dayton 
National Bank of Lima 


First National Bank, 
Mansfield 

Ohio Citizens Trust Co., 
Toledo 


Dollar Savings Bank & Trust 


Co., Youngstown 


OKLAHOMA 


First National Bank & 
Trust Co., Oklahoma City 

Liberty National Bank & 
Trust Co., Oklahoma City 


First National Bank & 
Trust Co., Tulsa 


OREGON 


First National Bank, 
Portland 


United States National Bank, 


Portland 


PENNSYLVANIA 
Allentown National Bank 
Lehigh Valley Trust Co., 

Allentown 


First National Bank, Erie 
Harrisburg Trust Co. 


Farmers Bank & Trust Co., 
Lancaster 
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Gross Earnings 


Gross income increased 10% 


New high... also net income 


. year of progress 


Growth in net 


Satisfactory 


All-time high 


Trust Growth at Girard Trust Corn Exchange 
Bank, Philadelphia 
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oS 


Volume of Business 


Substantial increase in busi- 
ness 
Volume increased 16% 


New high for assets, new ac- 
counts and will appointments 
. . . corporate trust, pension 
and profit sharing activities 
greatly expanded. 

An unusually good year 


Alltime high of $354 million 


Spectacular growth ... as- 
sets over $44 million 
Growth in assets 


Continued growth 


Assets at new high .. 
tomers increasing 
Gains in assets... gratifying 
volume of new business 
All-time high . . . growth in 
pension & profit-sharing and 
investment advisory accounts 
Continues to grow 


- Cus- 


Individual trusts $10 million; 
corporate trusts $8 million 
Individual trusts $11.5 mil- 
lion; corporate trusts $6.8 
Continued growth in each ma- 
jor division . . . espec. retire- 
ment plans and services to 
municipalities 


Increase in every field... 
assets $96 million compared 
with $83 million a year ago 

Significant gains . .. year- 
end assets $157 million 


Gratifying results — special 
attention to retirement plan 
Growth in customers and as- 
sets ... increase in corporate 
and pension divisions. 


Individual trusts $13.8 mil- 
lion; corporate $4.5 million 
Personal trusts $13 million; 
corporate $7 million 

Steady growth 

Personal trusts $23.6 million; 
corporate $10.7 million 
Large volume of potential 
new business has been created 
by estate planning 








Trust Department earnings history at 
Provident Trust Co., Philadelphia 


2.30) 
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Common Trust Fund 


CTF started in 1951 now $2.8 E 
million 


Substantial growth .. . total Tra 
$16 million, 1,033 trusts & 


Results gratifying Fide 


Most gratifying 1,333 


trusts participating 





H 

At year-end $1,363,000... fo” 
Serves its purpose well TI 
11 

Authorized 12/53 se! 
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Bank 


First National Bank, 
McKeesport 










Montgomery Norristown 
Bank & Trust Co., 
Norristown 


Oil City National Bank 







Fidelity-Philadelphia 
Trust Co. 







Girard Trust Corn Exchange 
Bank, Philadelphia 





$24,000 






Liberty Real Estate Bank & 
Trust Co., Philadelphia 
Pennsylvania Company for 
Banking & Trusts, Phila. 








Philadelphia National Bank 







Provident Trust Co., 
Philadelphia 







ized 






Tradesmens Land Title Bank 
& Trust Co., Phila. 







Colonial Trust Co., 
Pittsburgh 

Commonwealth Trust Co., 
Pittsburgh 

Fidelity Trust Co., 
Pittsburgh 








ARIZONA 


Complete 
Fiduciary 
Service 















Home Office ¢ Phoenix 


Thirty-four full-facility offices in 
11 of Arizona’s 14 counties — 
serving an area that embraces 
90% of the state’s population — 
enable us to offer you state-wide 
service on all your fiduciary 
matters in Arizona. 









TRUST DEPT. HEADQUARTERS 
PHOENIX, ARIZONA 







: VALLEY 
NATIONAL 
BANK 


ARIZONA'S 
STATE-WIDE 
BANK 


URGEST BANK IN THE ROCKY MOUNTAIN STATES 
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$1.7 million . 
$61,000... well above 10-year 


average ... Net profit real- 











Gross Earnings 


Personal Tr. Dep’t.: $2.6 mil- 
lion compared with $2.5 mil- 
lion in 1952 


$3.8 million. . 


. increase of 


Profitable operations 


A new high... $2.6 million 


. . increase of 


Profitable year 


Volume of Business 


Trust department resources 
of $7.8 million . . . hundreds 
of wills . . . dep’t quarters 
doubled 


Trust funds $45 million 


Over $39 million ($25 million 
in 1952) 


In excess of $1 billion 


$1.275 billion ... $80 million 
of new business 


Substantial rate of growth 


Substantial gains ... in in- 
vestment management, trusts 
and estates ... new will ap- 
pointments 

Over half a billion . .. in- 
crease of $100 million in five 
years ... 1953 new assets 3 
times distributions, taxes & 
other principal payments 
Satisfactory ... substantial 
number of new accounts... 
many pension & profit-shar- 
ing plans 

Satisfactory growth 


$72 million . . 
increase 
All-time high . . . over $320 
million, gain of $15 million 


. a substantial 


Common Trust Fund 


Discretionary $72.5 million; 
2345 accounts; Legal $14.2 
million, 996 acc’ts 

Two CTFs total $77 million. 
Discretionary accounts 2269, 
legal 1995 


Discret. $67.6 million; legal 
$17.9 million; total accounts 
3,822 


Combined value $60 million, 
2,800 accounts 


Combined value exceeds $22 


million, 1500 accounts 


3 Funds... 
important 


steadily more 





SED 


BOUGHT and SOLD 


UNITED STATES 


FOREIGN 
ANCIENT 


ORIENTAL 
- SILVER - BRONZE 


GOLD 
® 


Collections catalogued and sold 
at Public Auction Sale 


We are one of 


AMERICA’S OLDEST AND 
LARGEST COIN DEALERS 


Stack 


f 123 W. 57 St., New York 19, N. Y. 


"COINS | 





APPRAISED 


for ESTATES & MUSEUMS 


ONS 













“WHY DELAWARE?” Tax and trust 


laws of the State of Delaware 
facilitate the accumulation, man- 


agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 


marizing these benefits. 





Capital Funds .. 
Total Assets 


WILMINGTON 
Trust Company 


Wilmington, Delaware 


. $ 22,395,486 
. » « » $246,498,784 








Bank 


Mellon National Bank & 
Trust Co., Pittsburgh 

Peoples First National Bank 
& Trust Co., Pittsburgh 

Potter Bank & Trust Co., 
Pittsburgh 

Union National Bank 
Pittsburgh 

Berks County Trust Co., 
Reading 


Gross Earnings 


$193,190 ($185,003 in 1952) 


Scranton Lackawanna 
Trust Co., Scranton 


Third National Bank & 
Trust Co., Scranton 


Miners National Bank, 
Wilkes-Barre 


York Trust Co. 


RHODE ISLAND 


Rhode Island Hospital 
Trust Co., Providence 


SOUTH CAROLINA 


South Carolina National 
Bank, Charleston 


TENNESSEE 
National Bank of Commerce, 
Memphis 
Union Planters National : 
Bank, Memphis 
First American National 
Bank, Nashville 


$1 million ($971,000 in 1952) 


Third National Bank, 
Nashville 


TEXAS 
Republic National Bank, 
Dallas 
Fort Worth National Bank 20% increase 
First National Bank, 
Houston 
Frost National Bank, 
San Antonio 


National Bank of Commerce, 
San Antonio 


5-year average of annual in- 
crease 38% 


Volume of Business 


All-time high . . . substantial 
growth in pension trusts 
$215 million compared with 
$200 million last year 
Substantial increase in new 
business 

Satisfactory growth 


185 new accounts amounting 
to $3 million for total indi- 
vidual trusts of $46 million 
(book value... $42.5 in 1952) 
Corporate trusts $7 million 
($5 million in 1952) 

Trust assets $57.7 million 
(book value) compared with 
$54.7 million last year 
Individual trusts $10 million; 
corporate $3 million 
Individual trusts $31.6 mil- 
lion ($30.8 million in 1952) 
Total trust funds $13.8 mil- 
lion 


Growth in all divisions, espe- 
cially in number and size of 
pension plans 


Continued to expand 


Steady growth 


Steady growth . . . Doubled 
in seven years 

New high in volume, number 
of accounts, new wills ... 
increased pension and profit- 
sharing plans 

Larger gain in 1953 than any 
other year 


Steady growth ... great in- 
terest in profit-sharing and 
pension plans 

Increase of 25% in personal 
trust assets 

Steady growth 


Increased from $17 million 
to $24 million 

Enlarged quarters ... 
creased activities 


in- 





Common Trust Fund 


Provide stability of income 
and principal value 


Third year .. . $1.3 million 
... proved advantageous 
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Fort Worth National Bank 


500 


1944 


1945 1946 1947 1948 


1949 





1953 


1950 1951 1952 


First National Exchange Bank, 


Roanoke, Va. 
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CURRENT LITERATURE NOTES 


Books 


Valuation under Law of Eminent Do- 
main 
24 Ed. LEWIS ORGEL. The Michie Co., 
Charlottesville, Va. 2 Vols. 1595 pp. $25. 
Any attorney with a case on eminent 
domain will find this treatise invaluable. 
Cited in its first edition by the United 
States Supreme Court as well as many 
State tribunals and lower Federal courts, 
this work is recognized as the outstand- 
ing authority on the subject. The author, 
who is Register for the City of New 
| York, has painstakingly brought the 1936 
edition down to date, drawing on his vast 
experience as consultant and legislative 
draftsman, 


| These volumes discuss not only the sub- 
'stantive law of valuation applied by the 
‘courts in fixing just compensation for 
| property taken for public use, but also 
)the rules of evidence applied to them. 
i The principles are pertinent in the valu- 
jation of real property apart from con- 
\demnation proceedings, giving the work 
an even wider utility. Of special appeal 
is the chapter dealing with the appor- 
tionment of an award among the various 
interests in real estate, such as between 
life tenant and remainderman. 


Soe TA AMR: 


Equipped for pocket supplementation, 
} these volumes promise to maintain their 
| authoritative status. 


PUES 


Scientific Employee Benefit Planning 


HOWE P. COCHRAN. Little, Brown & Co., 
Boston 6. 354 pp. $10. 


With the prospect of substantial 
changes in the pension and profit sharing 
provisions of the Internal Revenue Code 
by virtue of the pending tax bill, one 
might question the vaiue of a book on 
the subject at this particular time. Apart, 
however, from the publisher’s commit- 
ment to furnish gratis to purchasers a 


; | Ppamphlet discussing any actual changes 


h effected by the 1954 Code, his work is 
fundamentally appropriate and lasting. 


In the three main categories of pen- 
sions, profit sharing and stock bonuses, 
the well known author — the first of his 
ten tax books, Scientific Tax Reduction, 
appeared in 1937 — traces the steps in 

#¢stablishing a plan. He goes through the 
choice of plan, means of underwriting it, 
Scope of coverage, past service credit 
questions, and procedural technique. 
There is also a clear exposition of the 
tax consequences of employee benefit 
Plans. The concluding chapter deals with 


the estate planning aspects of such 
Plans. 


Four typical agreements — covering 
Some 70 pages — are set forth in the 


Appendix, adding to the value of this 
Volume, 
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Separation Agreements and Ante-nup- 
tial Contracts 
2d Ed. ALEXANDER LINDEY. Matthew Ben- 
der & Co., Albany 1, N. Y. 920 pp. $23.50. 
The fact that a publisher undertakes 
the issuance of a second edition furnishes 
fairly cogent testimony of the usefulness 
of the original work and acceptance by 
its intended audience. In this instance, 
the personal experience of the reviewer 
in using the first edition (1937) leaves 
no room for doubt. 


Now published in a compression binder 
typical of the Bender organization’s other 
fine works, the new edition represents a 
completely rewritten and enlarged ef- 
fort by the same noted author. Prelimin- 
arily, he presents a check list of infor- 
mation to be obtained for a separation 
agreement, with general suggestions for 
its preparation and style. Part I sets 
forth two sample complete agreements, 
one short, the other detailed. Part II is 
the bulk of the book, giving individual 
clauses ranging the whole gamut of mat- 
ters that might be included in an agree- 
ment. 


In Part III are a number of so-called 
incidental forms. One of these is a 20- 
page trust agreement, followed by forms 
for amendment and termination. The 
final part is devoted to ante-nuptial 
agreements and marriage settlements. 


Copiously annotated, the discussion al- 
so reflects the effects of divorce upon 
agreements. 


Guide to Pension and Profit Sharing 
Plans 
ROBERT S. HOLZMAN. Farnsworth Pub. Co., 


11 W. Prospect Ave., Mt. Vernon, N. Y. 64 pp. 
$1.00. 


In lucid question-and-answer form, this 
monograph presents the basic informa- 
tion on employee benefit plans, their 
types, approval for tax advantages, cov- 
erage, vesting, benefits, integration with 
social security, tax incidence, selection of 
trustee, costs, and other pertinent mat- 
ters. It is a most useful guide to funda- 
mentals. 


1954 R&R Tax Handbook 


Insurance Research & Review Service, 123 W. 
North St., Indianapolis 9. 175 pp. $1.55 (spec- 
ial price on multiple copies). 

This is a convenient compilation, in 
question-and-answer form, of the tax 
status — income, gift and estate — of 
life insurance, annuities and endowment 
contracts. Part II sets forth the various 
tax tables with explanatory comment. 
Part III covers the law and regulations 
on pension trusts. 


ARTICLES 


Bank Management of Pension Plans 


ROBERT E. TOWEY. Banking, May. (12 E. 

36th St., New York 16; 50c.) 

Banks have done a better job than 
industrial concerns in pension coverage 
for their personnel, and have obtained 
a better investment return than the in- 
surance companies, according to the 
author who is vice president and trust 
officer of Midland National Bank of Min- 
neapolis. Among banks with $50 million 
or more of assets 80% have pension 
plans, while Bureau of Labor Statistics 
give all financial employees a coverage 
of 73% compared with 63% for office 
workers generally and 47% for indus- 
trial workers. Moreover, Mr. Towey’s cal- 
culations reveal that the bank employee 
gets more dollars of pension income 
(judged on comparable base salary). 


The average return for 81 bank pen- 
sion plans was 3.58%. Stocks were in- 
cluded in the portfolio of 77% of these 
plans, with an average yield of 3.63%, 
and an average commitment of 26%. This 
differs little from pension funds managed 
by banks for others. Among them the 
average return of 3.56% and the aver- 
age stock commitment 27%. Stocks were 
used in 90% of these plans. Exact figures 
for returns on pension funds managed by 
insurance companies were not given, but 
it was stated that most of the major 
insurance companies base their premiums 
on a 2% interest assumption at the pres- 
ent time. 


The article discusses also the formulae 
for calculating pensions, and the methods 
of calculating pension costs. These con- 
siderations are set forth by the writer, 
particularly because he found many 
banks still of the opinion “that pensions 
were exclusively an insurance problem.” 
He concludes that “in the last analysis, 
the decision as to the type of plan will 
depend on the willingness or unwilling- 
ness of the employer to accept the known 
risks of trustee administration in return 
for a potentially better return on his 
investment and a more flexible plan. The 
important thing is that he know the 
nature of these risks and the cost of 
having them insured or guaranteed. 


Income Tax Planning for Executors 


R. PALMER BAKER, Jr. Tax Law Review, 

March 1954 (Washington Sq. So., New York 

3; $2). 

Acknowledging that it is unrealistic to 
require executors to examine their fidu- 
ciary duties in the light of income tax 
consequences, the author discusses a num- 
ber of often neglected opportunities for 
income-tax planning after the decedent’s 
death. Choice of accounting method is 
dealt with first, then the filing of the 
income tax return for the estate, raising 
the question as to whether or not it 
should be a joint one with the surviving 
spouse. Here too are important questions 
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on the deduction of administration ex- 
penses in the income return or the estate 
tax return. The next topic is likewise 
concerned with a choice of taking losses 
during administration on the income or 
estate tax return. The realization of capi- 
tal gains and losses is also pertinent 
here. 


The writer concludes that it would be 
sounder policy to treat the estate as 
though the decedent had remained alive 
during the period of administration. The 
American Law Institute proposal sug- 
gests a similar rule that in the pending 
tax bill the executor is given an option 
to treat the estate as a trust, which 
would retain rules not fundamentally dif- 
ferent from those presently applicable. 
This election will impose greater respon- 
sibility upon the executor. 


Stockholders’ Agreements and Fed- 
eral Taxation 

MILTON YOUNG. Journal of Chartered Life 

Underwriters, Spring 1954 (3924 Walnut St., 

Philadelphia 4; $1.50). 

An agreement between stockholders to 
purchase the stock of the first to die can 
produce startling results if it is un- 
funded. The avenues open in such in- 
stances are explored and found unsafe 
taxwise and otherwise. An effective solu- 
tion is described, with emphasis on a re- 
striction on a shareholder’s power to 
dispose of the stock during his lifetime. 


Pension and Profit Sharing Trust 
under Income Tax Law 


ISIDORE GOODMAN. Taxes, March 1954 


(214 N. Michigan Ave., Chicago 1; 60c). 

Whether a plan is being operated for 
the exclusive benefit of employees de- 
pends to a considerable extent on the 
trustee’s investment policy. The general 
rule requires a trustee to make the 
property productive, a requirement par- 
ticularly significant in employees’ trusts 
where the earnings determine in part 
the cost of the benefits provided. The 
author, who is Technical Advisor in 
Charge of the Pension Trust Branch of 
Internal Revenue Service, discusses the 
rulings and procedure with special refer- 
ence to investments in the company’s own 
securities. Also treated are sales and 
lease-backs, and investments in insurance 
and annuity contracts. If the employer 
makes contributions to the fund in kind 
rather than in cash, a taxable gain may 
be realized by it, although a loss would 
not be deductible. 


OTHER ARTICLES 


1953 Annual Survey of American Law: 
Part IV — Property and Procedure (in- 
cluding articles on Real and Personal 
Property, Mortgages, Future Interests, 
Trusts and Administration, and Succes- 
sion): New York Law Rev., Apr. (Wash- 
ington Sq. So., New York 3; $3) 


Estate Aspects of Life Insurance, (Ch, 
IV), by John Alan Appleman: The Spee. 
tator, May (Chestnut & 56th Sts., Phila. 
delphia 39) 


Common Law Trusts in Civil Lay § Selfr 
Courts, Note: Harvard Law Rev., April th 
(Gannett House, Cambridge, Mass.; $1) Jude 

Liability of Life Insurance and An. of 
nuities for Unpaid Income Taxes of Liv.f th 
ing Insureds, Annuitants, and Benef. > Se 
ciaries (Part II), by John C. Pyle, Jr:) 
Tax Law Rev., Mar. (Washington So.f) 64 
So., New York 3; $2) - 

' 

Income Tax Planning (Symposium on g Selfn 
Family Business, Personal Investments, Judg 
Trusts, Decedent’s Estate, Outright Gifts} buy 
to Minors, and Charitable Trusts) : Univ} . 
of Illinois Law Forum, Winter 1953 (Alt. j Selfn 
geld Hall, Urbana; $1) | the 

Setting Up a Qualified Profit-Sharing}} Neph 
Trust, by E. A. Starr: Journal off. 
C.L.U’s, Spring 1954 (3924 Walnut st,f 92” 
Philadelphia 4; $1.50) i-a 

Apportionment of the Burden of Es. 4 
tates Taxes (Part I), by James O. Wynn: Judg 
Ibid. | for 

Irrevocable Short Term Trusts (Part}) Selfm 
I) by Robert F. Spindell: bid. é 

) Judg 

How to Provide for Death or Retire}? ay 
ment of Partner, by Wm. K. Carson:}|) has 
New York Certified Public Accountant, ‘ 
Apr. (677 Fifth Ave., New York 22;\) Sel/m 
50¢) + wo 

A Critical Look at Estate Planning|) wh 
by Joseph & Daniel S. Berman: Dickinson) of 
Law Rev., Mar. (Carlisle, Pa.; $2) Judge 

Tax Aspects of Destroying an Estate has 
in Tenancy by the Entireties in Pennsyl-f . 
vania, by Bernard V. Lentz: Univ. of Selfm 
Pennsylvania Law Rev., March (3400 Neph. 
Chestnut St., Philadelphia; $1.25) mi 

Estate Planning — Ch. II: Life Inf} Jas 
surance as an Investment; Ch. III: Inf} to} 
come Tax Savings, by John Alan Applef ing 
man: The Spectator, March & Aprif . 
(Chesnut & 56th Sts., Philadelphia) Selfm 

Federal Estate and Gift Taxation off _ 
Louisiana Life Insurance, Part II, by Judge 
Edward B. Benjamin, Jr., & Paul 0. Hf wit 
Pigman: Tulane Law Rev., Feb. (Nevh mir 
Orleans 18, $1.50) | Wil 

Practical Approach to Saving Estate} you 
Duty, by L. C. Mather: Journal of thh give 
Institute of Bankers, March (Lombarth coin 
St., E. C. 3, London, Eng.) ; | 

Title to the Family Dwelling: Somefy Chau 
Neglected Considerations, by Emerson Gf dea 
Spies: Virginia Law Rev., Feb. (Clark Selfm 
Memorial Hall, Charlottesville; $1.50) Chau 

Conflict of Laws in Administration o iy 
Intangibles (Missouri), by Russell W: “y 
Baker: Missouri Law Rev., Jan. (Colum é 
bia; $1) “mn 

Present Status of Rule of Destructi- a 
bility in Pennsylvania. Note: Temple alls 
Law Quar., Fall 1953 (1715 N. Broaig My 
St., Philadelphia; $1.25) aa 

May » 


Trusts AND Estate 






m Sq, 


ments, | 


haring fi 
al of 
ut St, 


of Es. : 
Wynn: 


(Part 


Retire: 
arson: 
ntant, 
' 
i 


‘k 22; 


nning, |) 
kinson 


Estate f 
nnsy)- 
viv. of 


(3400 


fe In- 

I: In 

A pple- 

April 

) 

ion off 
II, by 
0. HE 
(Nev> 


Estate f 
of they 
mbardp 


Someh 
son G. 
(Clark 
50) 


ion of 
a] W. 
Jolum- 








tructi- 
"emple 
Broad 










STATES 





Selfmade’s Purge 


(Continued from page 447) 


Selfmade: But your Honor, | intended for him to have all 
the land. 


Judge: Then we will phrase the devise this way; “my tract 
of land consisting of 2 acres more or less, together with 
the buildings thereon, situated at the corner of Hide and 
Seek Streets, in said Sometown, but subject to any mort- 
gage thereon that may be outstanding at my death.” That 
ought to do it. 


: Selfmade: Thank you. 


Judge: What did you want done with the contents of the 
building? 


“ | Selimade: They should all go to nephew Jasper as part of 


the business but he ought to pay for them. 
Nephew’s atty.: Where does it say that in the Will? 


 Sapmate: (looking at the Will) 1 don’t know — I thought 
— it seemed to me he would know that I wanted him 
to make it up to my wife and family. 


| Judge: You mean you expected Jasper to pay your family 


for all the physical assets of the business? 


| Selfmade: Yes. 

Judge: And what about the accounts receivable and the 
automobiles used in the business — and the cash in the 
bank? 


Selfmade: I don’t know. I sort of expected that Jasper 


would take over and run the business and give my family 
whatever I would have done — after being fair to himself, 
of course. 


Judge: You know I’ve got news for you. The millennium 
hasn’t arrived, yet. 


Selfmade: I know that now. 


Nephew’s atty.: Didn’t it occur to you that Uncle Sam 
might strip the business of all its liquid assets and leave 
Jasper with the physical assets which you expected him 
to pay your family for or that all your securities and cash 
intended for your wife would go for taxes? 


Selfmade: Please — don’t (visibly breaking down) I’m 
undone. 


Judge: We will resume this line of questioning after the 


witness has recovered his composure. Let us turn for a 
minute or two to something else. Mr. Selfmade, in your 
Will you left your Cadillac to your chauffeur, and then 
you died with a new Buick. Just what did you intend to 
give him? 

p Selfmade: Two Thousand Dollars and my automobile. 


I Chauffeur’ s atty.: You mean any car you owned at your 
death, don’t you? 


Selfmade: No, only my best car — not more than one car. 


Chauffeur’s atty.: Well, what might be best for you might 
not be best for him. Would you agree to a clause saying: 
“I give to my chauffeur, Harold Horsefly, whatever auto- 
mobile I may own at my death, or if I then own more 
than one, such one of my automobiles as he may select 
in a writing delivered to my executors within 60 days of 
my death, and I also give to him the sum of Two Thou- 
sand Dollars.” 
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Selfmade: That’s exactly what I intended. 


Chauffeur’s atty.: That’s exactly what he will get — that 
is if we can see that this time his wife isn’t one of the 
witnesses to the Will. 


Register: Your Honor, can’t we let Hugh Haversack — 
Stanislous’ attorney — in here at this time? 


Selfmade: He won’t have to ask me any questions. I meant 
my faithful employee Stanislous Stedfast to have the 
$10,000. unless he proved unfaithful by leaving his job, 
and I also never had any thought of collecting the indebt- 
edness he owed me. I used to sound off to Stedfast about 
some of my difficulties with Mrs. Selfmade — she can 
be very unreasonable at times — and I guess she sensed 
it as she was constantly telling me I was being too good 
to him, but after all, it was my money and I wanted to 
do it, and he was a good outlet for me both before and 
after I put him on retirement. I even used to go over 
to his house on Sunday afternoons and watch the ball 
games with him. The Mrs. didn’t like that either. 


Employee's atty.: Will you please read this? 


Selfmade: “I give the sum of $10,000. to my friend and 
employee, Stanislous Stedfast, and I also forgive any 
indebtedness he may owe me at my death, whether now 
outstanding or hereafter contracted, including any and 
all interest thereon. If said Stanislous does not survive 
me then I give his wife, Eva Stedfast, the said sum of 
$10,000. and I release his legal representative or repre- 
sentatives and estate of and from all such indebtedness.” 
Yes, that’s all right with me though I hadn’t thought of 
giving Mrs. Stedfast the $10,000. but now that you’ve 
suggested it, I’m for it. 


Judge: Well Haversack, you’ve done a good job for your 
client. 


Employee’s atty.: How much do you think I can charge? 


Judge: Whatever it is, you’re going to have a hard time 
collecting it — from down here. What’s next? 


Sister’s atty.: Let us dispose of the spinster sister, your 
Honor. If I had known Selfmade was going to leave her 
a legacy I might have been more attentive. Mr. Selfmade, 
what did you mean by the gift to your sister of $5,000. 
or your 50 shares of Standard Oil Stock? 


Selfmade: It seems clear to me — I wanted her to have 
$5,000. or the 50 shares whichever was worth the more 
at my death. I didn’t anticipate the stock would be split 
two for one but if I had I would have intended her to have 
the 100 shares on the theory the two pieces of paper 
would equal the one originally held. 


Judge: Then you will be interested that the courts have in 
some instances reached exactly the opposite conclusion. It 
is hard to grasp their reasoning except on the theory 
that the 50 shares constituted a specific legacy and would 
never be anything else — sort of on the same principle 
that your Cadillac couldn’t turn into a Buick or two 
Fords. But it is all very puzzling. At least a New Hamp- 
shire judge decided after the hearing a year ago that 
your sister and not the executor would have had the choice 
of the $5,000. or the stock, but the question of a stock 
split up wasn’t present in that case. ; 


Sister’s atty.: My only interest at this point is to remove 
the threat of Miss Selfmade coming back into my arms. 
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May I suggest this: “I give and bequeath to my sister, 
Susan Selfmade, any and all shares of Standard Oil (of 
New Jersey) I may own at my death, or any shares as 
are represented by a merger or successor of said corpo- 
ration, and in case | shall own no such shares, or if such 
shares as I do own in said company are not worth 
$5,000. at my death, then I give to her the sum of $5,000. 
and if my said sister shall not survive me this legacy shall 
lapse and shall pass as part of the residue of my estate.” 
I admit I am being overcautious in providing for the 
possibility of lapse, as the prospect of her having issue 
is wholly out of the question except to courts of law, 
which continue to give spartan spinsters the benefit of 
doubts that no longer exist. 


Judge: 1 recall an instance where some seventy year old 
judges refused to give a man of 75 the benefit of a simi- 
lar doubt. And yet strangely enough, they still refuse to 
believe the doctors as to the ladies — in spite of Prof. 
Leach’s Perpetuities in a Nutshell. How about it, Mr. 
Leech? 


Doctor’s atty.: Any similarity or resemblance between me 
and any living person is merely coincidental. It’s my view 
that if the public ever woke up to the fact our courts still 
render decisions based upon the supposition of a 99 year 
old woman giving birth to a baby we might all suddenly 
find ourselves hanging by gossamer threads in a film of 
mist — to quote expressions recently used by our Supreme 
Courts. Is this the proper time for me to pull out the 
Doctor’s $10,000. ? 


Judge: It is. 


Doctor’s atty.: Mr. Selfmade, have you a l’affaire de coeur 
you're trying to keep from us? 


Selfmade: Certainly not. What are you driving at? 


Doctor’s atty.: That’s a logical inference to be taken from 
the terms of your gift to Dr. Abel Healer, my client, in 
which you express a desire he share it with worthy indi- 
viduals some of whom you have mentioned to him. At 
best the classification of a “worthy individual” varies and 
sometimes a philandering husband has provided for an 
improper object of his affections by a seemingly innocent 
legacy to a trusted friend. 


Selfmade: Your Honor, I came here to be insulted but not 
in this way. 
Judge: He has answered the question, Mr. Leech. He has 


no ulterior motives. 


Doctor’s atty.: Do I understand that all you had in mind 
was to give $10,000. to Dr. Healer for him to distribute 
in any way he might choose — either for charities, or 
people, or patients of his who seemed particularly deserv- 
ing — or even for himself for that matter? 


Selfmade: Precisely. 1 wanted him to have the money to 
pass out for persons and objects which seemed com- 
mendable to him — just as I have done myself for the 

past score of years. If, for example, he 

wanted to keep the principal intact and 
give only the income, that was all right, 
or if he decided to give it all to the 
cancer fund or to the Children’s Hos- 
pital — or even to some individual who 
was up against it, even himself in case 

of need — that was his privilege. I 

intended him to have as wide latitude 


CHAUFFEUR 
HAROLD HORSEFLY 





504 





as he felt about it, and I only said 
what I did in the Will to confirm 
what I had mentioned to him on 
occasion. 


Doctor’s atty.: By saying too much you 
may have defeated your purpose. If 
the court decided that the word “de- 
sire” was mandatory, as many courts 
have done, then under Massachusetts 
law and in certain other states, the gift would fail and 
the money would go into the residue — as being violative 
of our law requiring trust beneficiaries to be ascertainable 
by way of the instrument where an indication appears in 
the Will that a trust was intended. 





ABEL HEALER 


Selfmade: Suppose I just willed it to him without saying 
anything else. 


Doctor’s atty.: Then he gets it and can do what he wants 
with it unless it is proved that he promised you to give 
it to someone in particular, in which case he would have 
to do as he promised. 


Selfmade: Why wouldn’t it go into the residue like you said 
it would if the promises were indicated in the Will itself? 
That doesn’t make sense. 


Doctor’s atty.: Well, sense or nonsense, that’s how it is, so 
the only way you can accomplish what you want is some. 
thing along this line. 


“I give the sum of $10,000. to my friend Dr. Abel Healer, to 
be his absolutely, it being my hope but not my direction and 
without imposing upon him any legal obligation whatsoever 
or creating any trust or equity in favor of any other person 
or persons that he spend it for such purposes, charitable or 
otherwise, or to or for such individuals, some of whom I may 
have discussed with him, as he may himself in his sole dis 
cretion determine.” 


That will make it taxable regardless of the fact he may 
give it to charities but at least he will get it and not be 
in the toils of some eager beaver Attorney General. 


Stepson’s atty.: It seems to me it’s time we 


$17,561.27. 
Selfmade: Over my dead body. 
Stepson’s atty.: We'll take it that way if you say. 


got our 


Selfmade: Your Honor, you said you’d protect me in the 
public interest. 


Judge: Chisselwit, do you really think that Selfmade want: 
your client Hilary to have that money? 


Stepson’s atty.: That’s incompetent, irrelevant and imma- 
terial. 


Judge: Vil be the judge of that. Selfmade, do you like your 
stepson, Hilary? 


Selfmade: I despise him. 
Judge: Then why did you make such a fool bequest? 


Selfmade: The last few years every time he came to me | 
put him off by saying I was going to leave him something 
in my Will but that unless he quit bothering me I wouldn't 
That’s why I said in the Will he could have the balance 
shown by my personal check book at my death but that 
I hoped it would not be much. I was merely keeping m) 
word and yet I never knew just what I was going to give 
him. There was an interesting element of chance in it — 
call it gambling if you wish but the most that ever entered 
my head was a few hundred — not more than 4 or 4 
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hundred at the extreme limit — as I almost never used 
that account except for incidentals — but then when I 
sold those stocks of some $17,000 I happened to be going 
that morning to the bank where my personal account was 
and deposited it there intending to reinvest it immedi- 
ately — when I died suddenly on the way to the brokers. 


Judge: If you had it to do over, what would you do? 


Selimade: I'd give up the gambling element and stretch a 
point and give him three — I mean two hundred and fifty 
dollars, and even that hurts. All I hope is he enjoys spend- 
ing it as much as I do giving it to him. 

Judge: Well, Chisselwit. 

Stepson’s dtty.: We still want our $17,- 
561.27. 

Judge: You’re not going to get it. 


— 

——\ 
| -_, 
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Stepson’s atty.: What about my compen- 
sation ? 


Judge: You’re going to get that. I award 
you the 27 cents. 

Selfmade: And I'll pay it — gladly. 

Judge: You guardians ad litem have been sitting patiently. 
Have you anything to say in behalf of your wards? 


EMPLOYEE 
STAN STEADFAST 


Children’s guardian: What’s the offer? 


Justine’s guardian: | am always reasonable. Which brat do 
I represent? 


Judge: 1 can see you haven’t had sufficient time to absorb 
the entire situation. 
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Justine’s guardian: No, we can’t do our best work till the 
chips are all on the table. 


Selfmade: (Groans.) 


Trust officer: Be patient. Perhaps we'll have a chance to 
show you a way to protect yourself from these goons. 


Judge: Silence. These guardians ad litem are honored offi- 
cers of the Court, and Ill see that they are backed up. 


Trust officer: (aside): I wish you would. 


Judge: Drydock, what have you to say for your client, 
Isabel Selfmade, the mother? 


Mother’s atty.: Not much, your Honor. 

iy She’s a female pirate — wants the 
3h entire contents of the Selfmade 

4s J id houses and most of the tangible as- 
SAG CG sets of the Perishables business — 

$ ny but I think she’d settle for the cases 
of champagne. Mr. Selfmade, what 
did you mean when you gave your 
mother your books, jewelry, furni- 
ture, tools and other personal effects 
in paragraph Fourth of your Will? 


al 


CHILDREN 
JUNIOR & TYRON 


Selfmade: My personal tool box in the cellar and the stick- 
pin she gave me when I got married — that’s the only 
jewelry I have — plus the few books, the old desk, table 
and chairs I had in my den — all relics from the days 
when I was still a happy bachelor. They were all my wife 
would let me bring with me from my apartment on Joy 
Street as she said the rest of the stuff might only serve 
to remind me of things I had no business to remember. 
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I never thought of any of the other contents of the houses 
belonging to me as Mother kept giving a lot of furnishings 
to my wife till they had a fight one Christmas as to who 
was going to trim the Christmas Tree. From then on they 
spent all their time trying to trim each other. 


Mother’s atty.: You make me nostalgic. Does this say what 


you mean: 


“I give to my mother, Isabel Selfmade, my tool chest and the 
contents thereof, the stickpin she gave me as a wedding gift, 
and my books, furniture and any other articles of tangible 
personal property in my den at my death which I brought 
with me from my Joy Street apartment as relics of my 


bachelerhood.” 


That isn’t good, but it is good enough — to remove the 
ambiguities. Now, I suppose you want all the other tangi- 
ble contents of your residences to go to your wife. (Pause) 


What about it Selfmade? 


Selfmade: I'm sorry. I was still thinking of Joy Street. What 


did you say? 


wife? 


Selfmade: Yes, but I figure it’s already hers. 
Mother’s atty.: That’s why we say merely “tangible perf an 


sonal property.” If we list rugs, silver, plate, books, bric. 


Mother’s atty.: Do you want the rest of your tangible per. 
sonal property, not used in your business, to go to your 


Acct 


a-brac, crockery, pictures, paintings, etc. etc. the govern. 


ment will tax it as belonging to you on the theory if you 








State Legislation Affecting 
Trusts and Estates 


ARIZONA 


Ch. 49: Establishes procedure for per- 
sonal representative to petition court to 
continue operation of decedent’s business. 


KENTUCKY 


S.B. 175: Authorizes fiduciaries to in- 
vest in investment company shares (open- 
or closed-end). 


MARYLAND 


Ch. 15: Amends section dealing with 
administration of estates of servicemen 
to eliminate reference to World War II, 
thus making provisions applicable when- 
ever death occurs during military ser- 
vice. 

MICHIGAN 

Act 3: Raises from $750 to $1,500 size 
of estate in which court may grant let- 
ters of administration without bond. 

Act 9: Amends section governing in- 
heritance from adopted children to sub- 
stitute for words “adopting parents” as 
heirs the words “same persons” as though 
such adopted child had been natural 
child of adopting parents. 

Act 11: Provides for payment of leg- 
acy, distributive share or trust principal 
to county treasurer for benefit of per- 
son otherwise entitled thereto where it 
appears to probate court that such per- 
son would not have its benefit or use. 


MISSISSIPPI 
H.B. 108: Permits use of photostatic 
copy of will which requires proof by at- 
testing witness who resides outside state. 


S.B. 1201: Authorizes guardians to in- 
vest in collateral trust notes registered 
and authenticated by trust department 
of any approved state or national bank. 


NEw YorK 


Ch. 100: Amends estate tax provision 
taxing transfers taking effect at death 
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didn’t own them why did you list them. . : 
; ; tru 

Selfmade: Who is going to get the champagne? rai 
Judge: Probably your successor — but before he does you the & 
had better make plans for your children. Under the tenth daug! 
paragraph did you want $25,000 set up in trust for each Widov 
of your sons — and what about your daughter Knight. 3 
9 er Sl 
ned benefi 
Nephew’s atty.: Before he answers we ought to know how ty eac 
much he’s already disposed of and what he has left. ter. T 
(Act II will be presented next month.) cretio 
manag 
VIRGINIA power 
Ch. 182: Prescribes information as to en 
real estate which executor or administra.f..,. y 

tor must furnish to court in which hee 
2 $200 x 
qualified and where deeds are recorded. usin 


to exclude all transfers with income re- 
tained made prior to March 10, 1931, and 
certain of such transfers made prior to 
May 8, 1934; parallels May v. Heiner 
amendment to Federal estate tax law. 


Ch. 353: Makes statute relating to ap- 
plications in the Surrogate’s Court by 
attorneys to fix their compensation speci- 
fically applicable to legal services of an 
attorney in connection with his duties as 
executor, administrator, trustee or guar- 
dian. 


Chapter 486: Reduces period of limita- 
tion on action by wife for dower to two 
years from date of death or act, reflecting 
diminishing importance of dower, abol- 
ished as to the future in 1930. 


Ch. 619: Authorizes State Banking 
Board to approve incorporation of mutual 
trust investment company to form 
medium for common investment of funds 
held by trust departments as executor, 
administrator, guardian, committee or 
trustee (inter-vivos and testamentary) ; 
limits participation of any one fund to 
$100,000 or such lesser amount as may be 
fixed by Board. 


Ch. 633: Clarifies provision relating to 
sealing of records in adoption proceed- 
ings and adds provision respecting seal- 
ing of records in Surrogate’s Court. 


Ch. 674: Clarifies provisions of Per- 
sonal Property Law respecting rights of 
beneficiaries of pension and profit-shar- 
ing plans and trusts. 


SoutH CAROLINA 


Acts 760 & 793: Adds certain district 
bonds to legal list for fiduciaries. 

Act 792: Modifies language of statute 
governing methods of revoking wills. 

Act 810: For all inheritance purposes 
makes adopted child same as natural 
child of adopting parents. 


Ch. 398: Requires only one qualifica- On - 
tion bond where same guardian qualifies 


order 

for two or more wards of same family. te he 
Ch. 407, 645 & 693: Adds various se- Mf object 
curities to legal list for fiduciaries. were 1 
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Ch. 489: Amends statute governing 
inheritance by adopted children to pro- 
vide that they shall not inherit from 
natural parents except where adopted 
by stepparent. 


Ch. 468: Prohibits appointment of 
any guardian not related to infant until 
30 days have elapsed from death or dis- 
qualification of natural or testamentary 
guardian and next of kin have had op- 
portunity to petition for appointment. 


Ch. 526: Dispenses with administration 
on payments due under Chapters 5 
through 9 of Title 63. 


Ch. 590: Permits bequest of persor- 
alty, as well as devise of realty, to bar 
husband’s curtesy of real estate if in- 
tended to be in lieu thereof. 


Ch. 600: Makes obligations issued, 
guaranteed or assumed by International 
Bank of Reconstruction and Development 
legal for fiduciaries. 


Ch. 668: Amends statute covering ap- 
pointment of committees to include 
feeble-minded as well as insane persons; 
sets forth procedure. 
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MASSACHUSETTS REPEALS STOCK 
TRANSFER TAX 


The Massachusetts Stock Transfer Ta% 
has been repealed, effective May 1, 1954 
Shareholders may henceforth sell 0 
transfer their securities either throug 
the Boston Stock Exchange or over thé 
counter without the payment of Stat 
Transfer Tax. 
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«| RECENT FIDUCIARY DECISIONS 






ACCOUNTING — Court — Practices 
per and Compensation Approved 

bric. Minnesota—Supreme Court 

Vern: In re Bailey’s Trust, 62 N.W. (2d) 829. 

f you Decedent left his nursery business in 
trust to two sons and a daughter as 
trustees for the benefit of themselves to 

S youm the extent of 16 per cent each, two other 

tenth daughters to the same extent, and the 

- each widow to the extent of 20 per cent, plus 

night. sufficient in the trustees’ discretion for 
her support. After the widow’s death the 
benefits were to be redivided one-third 

y how toeach son and one-ninth to each daugh- 
te. The trustees were given broad dis- 
cretionary powers in connection with 

____ management of the business, including 
power to establish a special fund for 
emergencies up to $15,000 and to re- 

as tf invest income in the business. The trus- 

stra. Hise; were authorized to take as salary 
ch he $200 per month or more as deemed com- 
rded. Bnonsurate with the business. 

lifica-§ Qn this appeal from a District Court 

alifies fder allowing the trustees’ accounts, 

mily. ihe beneficiaries who were not trustees 
us se-Mobject on the grounds that the accounts 

were not in proper form and were not 
srning apt to reflect principal and income ac- 
> pre. curately; that depreciation on fixed as- 
fromm sts was improperly taken against in- 

Jopted ig me and a patent improperly charged 
of; that unjustified salaries and bonuses 
were paid the sons; that unlawful ac- 

nt of cmulations of income were made; that 

t until sums greatly in excess of the authorized 

or dis-Bisi5,.000 were withheld as a special fund; 

entalYiind that the widow was not receiving 
ad Op- adequate support under the discretion- 
ent. fay clause. 

‘ratio\’ HELD: Affirmed. In the absence of 

eYS Evecific findings, the trial court’s ap- 
proval of the accounts is to be taken as 

yerson-@ favorable finding on all issues raised 
to barfity the accounts, and on appeal the ques- 
if infin is only whether there was evidence 





support such findings. While a manda- 
ty provision of the trust accounting 
Satute that separate principal and in- 
me accounts must be contained in the 
“counting was violated and such statute 
sould be complied with in the future, 
lnetheless the accounting system used 
vas adequate according to the testimony 
‘fa certified public accountant to re- 
feet income properly. The taking of de- 
Meciation on fixed assets where the 
ust res is a business and the charging 
if of a patent against income were in 
‘nformity with a recognized accounting 
actice, and hence the trustees are en- 
led to rely upon such practice. 
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There was evidence that the large 
Mlaries and bonuses taken were justi- 
Ble as reasonably commensurate with 
Mm business done. Although it is true 
Mat the interest of the sons after the 
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widow’s death might thereby be en- 
hanced, the maintenance of the special 
fund at a level greatly in excess of 
$15,000 does not necessarily violate the 
provision of the will, which can be con- 
strued as in the nature of a recommenda- 
tion. 


Accumulations of the rents and profits 
of real estate are void only when directed 
in the trust instrument; permissive ac- 
cumulations limited to preserving corpus 
do not violate the statute. There is no 
evidence that the widow ever demanded 
greater support than was paid her by the 
trustees. Matter contained in a previ- 
ously allowed account is res judicata even 
though the exact nature of the items is 
not apparent on the face of the account. 


AssETS — Administration — Collec- 
tor May be Appointed to Protect 
Assets of a Non-resident Decedent 


United States—Court of Appeals, 
District of Columbia Circuit 


Belt v. Lynn, Case No. 12003, decided March 

18, 1954. 

In 1949 one Holton obtained a judg- 
ment in the United States District Court 
for the District of Columbia. While ap- 
peal was pending Holton, who had be- 
come a resident of Virginia, died in that 
State. Hearing on the appeal was post- 
poned pending the appointment of a 
legal representative of Holton’s estate. 
An application to the District Court for 
the appointment of a Collector was de- 
nied on the ground that the Virginia 
Court had primary jurisdiction due to 
the fact that a will had been filed in the 
Virginia court. No proceedings were in- 
stituted in Virginia because decedent 
left no assets to be administered in that 
State. Appeal was taken from the order 
of the District Court declining to ap- 
point a Collector. 


HELD: Reversed. The District Court 
should have appointed a Collector to 


gather and protect the decedent’s assets 
in the District of Columbia. The failure 
of interested parties to take steps in 
Virginia should not have been allowed 
to defeat the needed protection. The 
statute covering the appointment of a 
Collector (D. C. Code, Title 20, Section 
401) 1951) contains no requirements 
that in the case of a non-resident the 
appointment of a Collector must await 
action by his executor in his home state. 


AssETs — Administration — Person 
Filing Petition for Administration 
May Not Change Form 


Massachusetts—Supreme Judicial. Court 
Lucey, Petitioner, 1954 A.S. 315; April 2, 1954. 


A woman died, leaving a minor child 
as her only heir. The latter’s guardian 
filed a petition to have the father of the 
decedent appointed administrator. To 
guard against the possible appointment 
of some other person the attorney filing 
the petition struck out the words, “or 
some other suitable person.” The judge 
refused to accept the petition in that 
form and entered a decree dismissing it. 
The petitioner appealed. 


HELD: Appeal dismissed. The printed 
forms used in the probate courts are 
approved by the Supreme Judicial Court 
(this one in 1894). A probate court can- 
not change the form, and obviously the 
petitioner could not. 


CHARITABLE TRUSTS — Validity of 
Bequest to Foreign Charity 


New York—Surrogate’s Court, N. Y. County 
Estate of Margaret D. Bishop, N.Y.L.J., March 
19, 1954. 

A New Yorker’s will directed that part 
of her residuary estate be held in trust 
for her sister for life with the remainder 
as her sister might appoint, and in de- 
fault of appointment, one-half of the 
remainder was to pass to a Scottish hos- 
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pital. The sister unreservedly released 
her power. Meanwhile by a statute the 
ownership of the hospital was transferred 
to the Secretary of State for Scotland, 
and its administration and management 
were placed under a body corporate 
which was organized for that purpose 
in accordance with the statute. 


HELD: By the law of Scotland the 
new corporation has capacity to take 
the bequest, and there is no reason nor 
does public policy insist upon a full 
compliance with laws of New York. 
Where the substance of a charitable 
gift is the general charitable purpose, 
and that purpose can be fulfilled, the 
court will not permit the gift to fail. 


CONFLICT OF LAws — Law of Testa- 
trix’ Domicile Governs Validity of 
Trust under Rule Against Perpetui- 
ties Even When Foreign Trustee 
is Designated and Trust is Valid 
under Law of Trustee’s Domicile 


New York—Surrogate’s Court, Kings County 
Matter of Samuels’ Will, 128 N.Y.S. (2d) 349. 


The testatrix provided for a trust (held 
by the Court to be a single indivisible 
trust) which was to last for three lives. 
She designated a Massachusetts bank as 
trustee. The duration of the trust was 
invalid under the law of New York (the 
testatrix’ domicile) but valid under the 
law of Massachusetts. 


HELD: The validity of the trust is 
determined by the law of the testatrix’ 
domicile. It is even questionable whether 
the testatrix wanted the laws of Massa- 
chusetts to govern the administration of 
the trust since the beneficiaries were also 
residents of New York. 


DISTRIBUTION Value of Trust 
Beneficiary’s Own Estate Deter- 
mines Who Are Heirs Entitled to 
Remainder 


Massachusetts—Supreme Judicial Court 
1954 A.S. 305, April 2, 


Green v. 


1954. 


Gilmore, 


One quarter of a trust fund was held 
in trust for Gilmore, to be paid to him 
in 1956. If he died before then it was to 
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go to his heirs at law, determined as of 
the date of his death. He died in 1952, 
leaving a widow, but no issue, and leav- 
ing a father and mother. The probate 
court, after notice to the father and 
mother, determined that Gilmore’s estate 
was less than $5,000, which made the 
widow the sole heir. Later the probate 
court made a decree that the widow as 
sole heir was entitled to the trust fund, 
although it amounted to more than 
$15,000. The father appealed. 


HELD: Appeal dismissed. The will 
gave the trust fund to Gilmore’s heirs 
and by virtue of the decree of the probate 
court the widow was the sole heir at law. 
The statutory limit on the size of the 
estate taken by the widow applies only 
to estate owned by Gilmore and taken 
by descent from him. Accordingly she 
took the whole fund. 


A question also was involved (but not 
argued) whether undistributed income 
accumulated during Gilmore’s life be- 
longed to his estate or became part of 
the principal. The court expressed the 
opinion that since the trustee had “ab- 
solute discretion” in the matter of pay- 
ing income, the undistributed income be- 
came part of principal. 


Complete Trust Service in GEORGIA 


through eleven offices in six cities 


THE CITIZENS & SOUTHERN 
NATIONAL BANK 


EXPENSES — Attorney’s Fees on Con- 
struction of Will Allowable Out of 
Estate 


Colorado—Supreme Court 


Estate of Demmel; Bennett v. Poudre Valley 
National Bank, decided March 1, 1954. 


The guardian of a minor heir filed a 
caveat against decedent’s will, alleging 
that Paragraph D of the will was un- 
certain, ambiguous, invalid and inopera- 
tive. In order to proceed with the caveat 
the guardian had obtained an order in 
the guardianship proceeding, authorizing 
and directing her to retain attorneys for 
that purpose on a contingent basis, with 
the express understanding that the at- 
torney fees should be set by the court 
in the guardianship proceeding to be 
paid only out of the estate of the minor, 
and that the guardian should not be 
personally liable therefor. The County 
Court ordered the will admitted to pro- 
bate and denied the contention of the 
caveator that Paragraph D was uncer- 
tain, ambiguous, invalid and inoperative. 
This ruling was appealed to the District 
Court, which upheld the caveator and 
reversed the County Court. 


Thereafter the attorneys for the guar- 
dian caveatrix sought the allowance of 
reasonable attorneys fees from the de- 
cedent’s estate for their services ren- 
dered to the guardian caveatrix. They 
alleged that the services rendered were 
of benefit to the estate as a whole, in 
that a proper judicial construction of 
the will was required before the will 
could be admitted to probate, that the 
estate was primarily interested in the 
correct construction and interpretation 
of the will, that the estate received the 
benefit of the attorneys for the caveatrix, 
and that these services were not dupli- 
cated. The court dismissed the petition 
and this was appealed to the Supreme 
Court. 


HELD: Reversed. The attorneys are 
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entitled to a reasonable fee from the 
estate. The necessity for an interpreta- 
tion stands adjudicated in that the inter- 
pretation contended for by the caveatrix 
was actually accepted by the District 
Court. When such interpretation was 
necessary and the caveatrix aided and 
assisted the trial court in arriving at a 
proper interpretation, there was a bene- 
fit to the estate. 


Regardless of the order of the County 
Court authorizing the guardian in the 
guardianship estate to employ attorneys 
in the minor’s estate and pay their fees 
out of the minor’s estate, that still does 
not reach the vital and outstanding fact 
that the attorneys named in that order 
successfully prosecuted the caveat which 
inured not only to the minor but to all 
persons interested in the estate and pre- 
vented a wrongful distribution of the 
estate which would have occurred under 
the interpretation insisted upon by the 
proponent of the will. 


EXPENSES — Attorneys’ and Execu- 
tors’ Fees in Community Property 
Estate 


California—District Court of Appeal 

Estate of Phillips, 123 A.C.A. 639 (Feb. 26, 

1954). 

Widow elected to take her community 
half of the estate of her deceased hus- 
band and herself. On petition for partial 
distribution, statutory executor’s and 
attorneys’ fees were allowed based on 
value of entire community estate. 


HELD: Affirmed. Since under Section 
202 of the Probate Code community 
property passing at the husband’s death 
“is subject to his debts and to admini- 
stration,” the entire community estate 
including the wife’s one-half is subject 
to administration and to the expense of 
administration. 


LIFE TENANT & REMAINDERMAN — 
Trustee Surcharged for Selling Sav- 
ings Bonds at Loss for Benefit of 
Income Beneficiary 


New York—Supreme Court 
Matter of Dwight, 128 N.Y.S. (2d) 23. 


The trustee sold United States Savings 
Bonds at a loss to purchase tax-free 
bonds for the sole purpose of reducing the 
life beneficiary’s income taxes. 


HELD: The trustee without justifi- 
cation subordinated the interests of the 
remaindermen to that of the income 
beneficiary, and, accordingly, should be 
surcharged for the loss on the sale. 


Livinc Trusts — Declaration of 
Trust by Trustee — Sufficiency of 
Language Used 


Washington—Supreme Court 
Porter v. Laue, 144 Wash. Dec. 412. 


Porter died intestate in 1940, leaving 
a forty-acre tract of Oregon timber land. 
In 1944, the defendant, a daughter of 
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the decedent, and her brother and sisters 
gave their mother a quitclaim deed to 
the property. Shortly thereafter, the 
mother gave defendant a warranty deed 
to the timber land. Thereupon, the de- 
fendant wrote similar letters to her 
brother and to her sisters, declaring a 
Trust as follows: 


“*** We have a deal on to sell this 
timber and so as not to complicate 
things later Mom made me a deed to the 
timber & as soon as it is sold I will 
divide it (the money) 5 ways & send 
each their share — all other property is 
liquidated ***”’, 

Thereafter, the defendant sold. the 
timber land for $7,000. She gave two of 
her sisters part of the proceeds, but re- 
fused to pay anything to the plaintiffs, 
who brought this action to compel her 
to do so. The Trial Court gave each 
plaintiff judgment for $1,356.67. The 
defendant appealed, contending there 
was no evidence that the mother in- 
tended to establish a trust. 

HELD: Affirmed. The power of a 
trustee to declare a trust has been up- 
held in this State. The written evidence 
of a trust may come from the grantor, 
or from the trustee — the grantee to 
whom the land is conveyed for the pur- 
poses of the trust — but not from the 
cestui que trust. The rule requiring cer- 
tainty of description of land applies 
when the declaration of trust is made 
before the conveyance of the land. Where 
the declaration is made after the con- 
veyance, a reference to the conveyance 
sufficiently identifies the land in ques- 
tion. Letters and correspondence, how- 
ever informal, may constitute sufficient 
memoranda to satisfy the statute of 
frauds. 


PERPETUITIES — Conclusive Pre- 
sumption of Possibility of Children 
Renders Trust Invalid , 


Georgia—Supreme Court 


Landrum v. National City Bank of Rome, 80 
S.E. (2d) 300. 


Testator’s will read: “All the remain- 
der of the net income from the trust 
fund herein created I desire paid upon 


January 1 and July 1 of each year, or 
upon such other semi-annual dates as is 
most convenient to the trustee, to my 
three sisters in equal parts. At their 
deaths, I desire said income to be paid 


to my nieces in equal parts and the trust 


to be held intact as long as any one of 
them is living and 21 years thereafter. 
At such time I desire the estate to be 
finally settled and distributed equally, 
or among my great nieces if there be 
any still in life, and in case there be no 
great nieces, to my great nephews then 
in life.” 


HELD: Ga. Code 85-707 permits es- 
tates to extend through any number of 
lives in being at the time when the 
limitations commence, plus twenty-one 
years, plus the usual period of gestation 
added thereto. A limitation beyond that 
period is forbidden. The law gives effect 
to the limitations not too remote, de- 
claring the others void, and vests a fee 
in the last taker under legal limitations. 

The gift to the nieces was a gift to a 
class. Nieces living at the death of the 
testator took a vested interest subject 
to open and let in additional nieces born 
during the existence of the preceding 
life estate. Nieces could be born of the 
sisters, since Georgia has a conclusive 
presumption of fertility. There was a 
possibility, therefore, that nieces might 
be born, so that the class would open 
up to take them in and the trust for the 
nieces might extend through lives not 
in being at the time the limitation be- 
came effective. The gift for life to the 
nieces is thus too remote and illegal. 


The testator’s intent should be car- 
ried out as far as permissible under the 
law. The trust for the three sisters con- 
tinues in effect and the trustee is to pay 
the income to them pro rata for their 
lives and until the death of the last 
survivor of them. The nieces, as the last 
legal takers under the will, will become 
entitled to the trust estate in fee simple 
upon the expiration of the preceding 
trust, and the children of nieces who die 
after the death of the testator will be 
entitled to shares per stirpes in the 
entitled to shares per stirpes. 
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PERPETUITIES — Living Trust Can- 
not Be Reformed to Exclude In- 
valid Disposition 

North Carolina—Supreme Court 


McPherson v. First & Citizens National Bank, 


240 N.C. 1. 


In 1944 McPherson created a living 
trust with himself as trustee for the 
benefit of his children and grandchildren 
as follows: 


“The trust shall be operated for the 
benefit of the children of the donor here- 
inbefore named and those legal children 
hereafter born, and their children (the 
donor’s grandchildren) and at the death 
of the last child of the primary bene- 
ficiary (the last living grandchild of the 
donor) the trust shall be terminated and 
the assets thereof distributed equally to 
the legitimate heirs of the primary bene- 
ficiaries’ children per stirpes and not per 
capita. Should one or more of the pri- 
mary beneficiaries have no legitimate chil- 
dren then his or her part shall be equally 
divided between the survivors, however, 
per stirpes and not per capita, provided, 
however, that an adopted child shall in- 
herit equally with a blood child.” 


At that time he had four children, all 
under twenty-one years of age. On 
November 3, 1953, plaintiffs commenced 
an action for the reformation of the trust 
in accordance with the written agreement 
which modified the trusts so that they 
provided only for the children of the 
grantor living at the time of the crea- 
tion of the trust and terminating when 
the trust property had been fully dis- 
tributed or when the grantor and all 
of his issue shall have died or attained 
the age of twenty-one years, or twenty- 
one years after the death of the grantor, 
whichever shall first occur. The Court 
rendered a decree reforming the trust in 


accordance with this agreement. The 
guardian ad litem for the grandchildren 
of the grantor appealed. 


HELD: Reversed. (1) The original 
trust for the grandchildren violated the 
rule against perpetuities. Since it ter- 
minated at the death of the last living 
grandchild of the donor there was thus 
a possibility that their interests might 
not vest within twenty-one years, plus 
the period of gestation, after a life or 
lives in being at the time of the crea- 
tion of the trust. 


(2) The provisions for the children 
are not several, because the original trust 
makes provision for afterborn children of 
the grantor. These children cannot be 
represented by a guardian ad litem since 
they are not in use, and they are not 
bound under the doctrine of virtual repre- 
sentation because the interests of the liv- 
ing children are in conflict with theirs and 
the reformed instrument provides for the 
living children only. 


(3) North Carolina follows the com- 
mon law rule that there is possibility of 
issue as long as a person lives. There- 
fore, a finding that the grantor has no 
possibility of issue cannot be sustained. 


(4) The judgment of the Superior 
Court is erroneous insofar as it purports 
to exclude after-born children from the 
benefits of the trust estate. 


PERPETUITIES Indefiniteness of 
Beneficiaries Invalidates Trust 


Kentucky—Court of Appeals 
Farmers National Bank v. McKenney, 264 S.W. 
(2d) 887. 
Testator directed that, beginning with 
the date of the death of his widow, cer- 
tain property should be held in trust, 
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the income therefrom to be paid in equal 
parts to the testator’s three half sisters 
as long as they lived, and upon the death 
of each, her share should be paid to 
“her heirs, if any, as long as the law 
allows.” There was also a provision to 
the effect that in the event of the death 
“of any of the above named beneficiaries, 
or their heirs, before the termination of 
this trust, the share of the one or ones 


so dying shall revert to my estate, the in. | 


come to be paid to the survivors or sur- 
vivor or their heirs.” The will contained 
no provision making final disposition of 
the corpus of the trust estate, nor was 
there any express language stating when 
the trust will terminate. 


In an action brought to construe the 
provisions of the will, the trial court held, 
in substance, that the provision violated 
the rule against perpetuities, from which 
judgment an appeal was taken. 


HELD: Affirmed. The provisions of the 
will with respect to the trusts are so 
indefinite as to be unenforceable. “. . . this 
will has attempted to create so many 
different estates in the income from the 
trust that a serious legal problem would 
develop every time a death or birth oc- 
curred in the families of his three half 
sisters.” 


SPOUSE’S RIGHTS — Wife Could Not 
Deprive Husband of Share of 
Workmen’s Compensation Award 


Kentucky—Court of Appeals 
Smith v. Vanover, 264 S.W. (2d) 884. 


Testatrix bequeathed all of her proper- 
ty to her mother, to the exclusion of her 
husband, who survived. A part of the 
estate consisted of money which re- 
mained from a lump sum award made to 
her under the provision of the Workmen’s 
Compensation Act following the death 
of her first husband. In this action, the 
testatrix’s mother asserted the right, un- 
der the terms of the will, to all of such 
money, while the husband asserted a 
right to one-half of the money. The ap- 
plicable provision of the Kentucky 
statutes is to the effect that after the 
death of either the husband or wife, the 
“survivor shall also have an absolute 
estate in one-half of the surplus per- 
sonal property left by the decedent.” 


The trial court held that the money in 
question was “a part of the separate 
equitable personal estate” of the testa- 
trix which she had a right to dispose 
of by will in such manner as to deprive 
the surviving husband of any part there- 
of. 


HELD: Reversed. The husband should 
be awarded a one-half interest in the 
money. There is no statutory or other 
provision of the law which deprives the 
surviving husband of his right to claim 
one-half of any money owned by a de- 
ceased wife, including moneys which may 
have been awarded to her under the 
Workmen’s Compensation Act. 
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WILLs — Construction — Bequest to 
Group of Named Individuals Held 
Not to Constitute Class Gift 


Tennessee—Court of Appeals (Middle Section) 
Jones v. Donelson, 264 S.W. (2d) 828. 


In a holographic will testatrix directed 
that her estate be divided equally “be- 
tween” a named sister and five named 
nieces. She further directed “in the event 
either should pass away, divide estate 
among remaining ones.” A document 
which testatrix described as a copy of 
her will, also holographic, was found in 
which the same provisions were made, 
except the quoted sentence, which in the 
copy read, “In case of death of any of 
the beneficiaries, the estate to be divided 
between the others.” 


Testatrix was unmarried, and the 
named sister and nieces were her closest 
associates during her life. In an action 
to construe the will, the Chancellor held 
that the estate should be divided into 
two equal parts, one half to go to the 
sister, and the other half to be divided 
among the nieces. The use of the word 
“between” was held to indicate an in- 
tention by the testatrix that two differ- 
ent classes of beneficiaries be established. 


HELD: Reversed. It is apparent that 
the testatrix used the words “between” 
and “among” synonymously, as indica- 
ted by the terms of the will and the 
copy. Further, inasmuch as all the bene- 
ficiaries were named, she apparently 
was thinking of six individuals, not of 
two classes or groups. 


A bequest will not be held a class 
gift if there is any indication that the 
testator wished to distinguish between 
or to single out the individuals and make 
individual gifts to them. The class doc- 
trine, which permits only those benefi- 
ciaries living at the date of distribution 
to take, often produces harsh results, 
and will not be held to apply if there is 
even slight evidence upon which to base 
a construction of a devise to the individ- 
uals, rather than to a class. 


WILLS — Construction — Implied 
Gift Passes to Issue of One of Two 
Life Tenants 


Pennsylvania—Supreme Court 
Wainwright Estate, 376 Pa. 157. 


Testatrix gave her two sons life es- 
tates in the residuary trust and made 
disposition of the principal in the events 
of both dying with issue and without 
issue, and in the event the first to die 
had no issue. However, the first son to 
die had six children and the other son 
died later without issue. When the first 
son died, his children got the principal 
of his share. When the second son died, 
his personal representatives claimed 
there was an intestacy as to that share 
and claimed part of it for their decedent. 


May 1954 


The lower court awarded this share to 
the issue of the other son and the per- 
sonal representatives appealed. 


HELD: Affirmed. There was an im- 
plied gift to the issue of the first son to 
die. The rule is applicable that where 
there is a gift for life to two individuals 
and if they leave issue, then to such 
issue, but if they leave no issue, then to 
another, and one life tenant leaves issue 
and the other does not, the entire fund 
as an implied gift passes to the issue of 
the one so dying. 


WILLs — Joint and Mutual — Revo- 
cation by Second Decedent Per- 
mitted 


California—District Court of Appeal 

Daniels v. Bridges, 123 A.C.A. 655 (Mar. 1, 

1954). 

On May 16, 1946, Eddie and Sarah 
Robinson, husband and wife, made a 
joint will by which each of them gave 
all of his and her property “after the 
death of the two of us” to plaintiff. 
Sarah died August 21, 1946, the joint 
will not having been revoked. On Sarah’s 
death, Eddie took possession of all their 
property, which included two parcels of 
realty held by them in joint tenancy. On 
May 5, 1948, Eddie made a will revoking 
all former wills, and giving all his prop- 
erty to Mary Louise, whom he married 
eight days later. Eddie died August 13, 
1950, leaving Mary Louise surviving. 
His 1948 will was admitted to probate. 
Mary Louise died in 1950, and this case 
arose between plaintiff and Mary Louise’s 
sole heir and administratrix. Plaintiff 
claimed he was the owner of all the 
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property disposed of by the joint will, 
subject to the administration of Eddie’s 
estate, and that defendant held the prop- 
erty under an involuntary trust for him. 


HELD: Judgment for defendant 
affirmed. A joint will is not necessarily 
either mutual or reciprocal. It is in 
effect the separate will of each person 
executing it. A joint or mutual will may 
be revoked by any of the testators. There 
being no contract shown by which either 
spouse agreed not to revoke the 1946 
will, Eddie, the survivor of the two, had 
the right to revoke it. 


WILLs — Joint & Mutual — Suit Lies 
to Enforce 


United States District Court—Nebraska 
Anderson v. Benson, 117 Fed. Supp. 765. 


Husband and wife, on same date, exe- 
cuted wills leaving all to the survivor. 
Unknown to the wife, the husband made 
a new will giving the wife a life estate 
only. After probate in the state court, 
the wife commenced a suit to enforce 
the agreement to make mutual and re- 
ciprocal wills and to recover proceeds 
of E bonds registered in the name of 
the husband and others. 


HELD: Judgment for wife. 


1. Probate of will in county court 
having exclusive jurisdiction over pro- 
bate, does not preclude suit on the con- 
tract, nor deprive the Federal Court of 
jurisdiction. 

2. Attorney employed by two parties 
is competent to testify to transactions 
and conversations in presence of husband 
and wife. 


3. Wife’s election to take statutory 
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share in county court is no bar to action 
for specific performance. 


4. Regulations relative to E bonds, 
registered in name of husband and co- 
owner or beneficiary, do not prevent 
court from ordering co-owner or bene- 
ficiary to cash bonds and pay proceeds 
to wife, since a resulting trust was es- 
tablished. Anderson v. Benson, 117 Fed. 
Supp. 765; Neb. 


WILLs — Probate — Expert Testi- 
mony on Hypothetical Question 
Disregarded 


Arizona—Supreme Court 
In re Walters Estate, 267 P. (2d) 896. 


Walters was severely crushed and 
mangled in an accident... He was taken 
to a hospital, given morphine, blood 
transfusions and intravenous injections. 
He was later given 100 mgs. of demeros 
for the relief of pain. He asked a friend 
to go to his ranch and get his purse 
and told him exactly where to find it, 
also asking him to notify neighbors of 
the accident. He also inquired about 
making a will and his doctor advised 
him to make one if he desired. 


No lawyer being available at the time, 
the hospital Superintendent took down 
the words of Walters as he dictated them. 
After writing a few lines, the Superin- 
tendent read them back to Walters who 
made some corrections and then the dic- 
tation was resumed. The entire instru- 
ment, as corrected, was then read back 
to Walters, signed with his left hand, 
with the assistance of the Superin- 
tendent. Four nurses were present dur- 
ing the making of the will and three of 
them signed as witnesses. 


Decedent left the bulk of his estate 
to appellant, with $100 each to two other 
children and to an ex-wife, Catherine, 
who is not the mother of his children. 


At the trial, a physician testified for 
the contestants in response to a hypo- 
thetical question that a person who had 
suffered the loss of blood and received 
the amount of drugs given would not be 
competent to execute a will. This physi- 
cian had not known the deceased nor his 
family and was called only as an ex- 
pert. A verdict was returned finding de- 
ceased was not of sound mind at the 
time of making the will. 


HELD: Reversed. All the witnesses, 
with the exception of the expert, testified 
to facts which pointed to the testa- 
mentary capacity of deceased at the time 
the will was made. 


In proposing hypothetical question, 
party must include all of the pertinent 
facts surrounding case, and not just 
those favorable to his position. In present 
ease hypothetical question did not con- 
form to the facts proved, and omitted 
essential elements concerning the execu- 
tion of the will, and was definitely in 
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conflict and opposed to clear and undis- 
puted facts related by the disinterested 
witnesses present. 


WILLS — Probate — Instrument Par- 
tially Admitted to Probate 


New York—Surrogate’s Court, N. Y. Co. 
Estate of Satterlee, N.Y.L.J., March 12, 1954. 


The issues of testamentary capacity 
and undue influence were submitted to 
the jury in the form of four questions. 
One question related solely to testamen- 
tary capacity, and in response to this 
the jury found that the decedent was 
competent to make a will. The other 
three questions pertained to the issue 
of undue influence. The jury was in- 
structed to consider the existence of 


undue influence separately in relation 
to the general legacies, the residuary 
bequest, and the appointment of the 
proponent as executor. The jury found | 
that the intention of the testatrix was | 
freely expressed except in respect of 
the residuary bequest — and in respect | 
of that item the jury was in disagree- 
ment. The verdict thus left the validity 
of the residuary bequest unresolved 
while finding the remaining portions of 
the will valid. : 


HELD: The jury’s verdict is adopted 
as the judgment of the Court, and the 
will was probated with the exception of 
the residuary bequest. Either party may 
have a new trial as to that part of the 
will which was not admitted to probate. 
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